INVESTIGATION OF HOUSING, 1955 





ttappsarec mea 
UNIVERS 
| 


TY 
OF MICH " 


| 
GAT 


HEARINGS 


BEFORE THE MAIN 


READING ROCM 
SUBCOMMITTEE ON HOUSING 


OF THE 


COMMITTEE ON BANKING AND CURRENCY 
HOUSE OF REPRESENTATIVES 


EIGHTY-FOURTH CONGRESS 
FIRST SESSION 


NOVEMBER 21, 22, AND 23, 1955 


PART 3 
CHICAGO, ILL. 


Printed for the use of the Committee on Banking and Currency 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1955 








COMMITTEE ON BANKING AND CURRENCY 
BRENT SPENCE, Kentucky, Chairman 


PAUL BROWN, Georgia JESSE P. WOLCOTT, Michigan 
WRIGHT PATMAN, Texas RALPH A. GAMBLE, New York 
ALBERT RAINS, Alabama HENRY O. TALLBE, Iowa 

ABRAHAM J. MULTER, New York CLARENCE E. KILBURN, New York 
HUGH J. ADDONIZIO, New Jersey GORDON L. McDONOUGH, California 
WILLIAM A. BARRETT, Pennsylvania WILLIAM B. WIDNALL, New Jersey 
BARRATT O'HARA, Illinois JACKSON BEB. BETTS, Ohio 

VERA BUCHANAN, Pennsylvania WALTER M. MUMMA, Pennsylvania 
LEONOR K. SULLIVAN, Missouri WILLIAM E. McVEY, Illinois 

L. H. FOUNTAIN, North Carolina EDGAR W. HIESTAND, California 
HENRY 8S. REUSS, Wisconsin DONALD W. NICHOLSON, Massachusetts 
MARTHA W. GRIFFITHS, Michigan OLIVER P. BOLTON, Ohio 

THOMAS L. ASHLEY, Ohio PERKINS BASS, New Hampshire 


CHARLES A. VANIK, Ohio 
IRWIN D. DAVIDSON, New York 
JOHN J. BELL, Texas 
ROBERT L. CARDON, Clerk and Counsel 
ORMAN §S. FINK, Professional Staff 
JOHN E. BARRIERE, Professional Staff 


SUBCOMMITTEE ON HOUSING 


ALBERT RAINS, Alabama, Chairman 


HUGH J. ADDONIZIO, New Jersey RALPH A. GAMBLE, New York 
WILLIAM A. BARRETT, Pennsylvania HENRY O. TALLBE, Iowa 

BARRATT O'HARA, Illinois GORDON L. McDONOUGH, California 
THOMAS L. ASHLEY, Ohio WILLIAM B. WIDNALL, New Jersey 


JOHN E. BARRIERE, Staff Director 
ROBERT PosTON, Chief Counsel 
JoHN J. MCEWAN, Jr., Housing Economist 











. WEPOSITED BY THE 
FINITED STATES OF AMERICA 


CONTENTS 





Statement of— Page 
Abner, Willoughby, chairman, executive board, Chicago Branch, 
National Association For the Advancement of Colored People___-- 208 
Abrahamson, Julia, executive director, Hyde Park-Kenwood Cone 
| | 2 nt apegtelsiyag a ti ells sipienn lees att Raapealntepeldy trae eres OAllan dudalen 107 
American Friends Service Committee. _..............------------ 226 
Bach, Ira J., executive director, Chicago Land Clearance Commission. 57 
Bonthron, Herbert, Chief Underwriter, Federal Housing Administra- 
aN Eta celine aaa eae Bet ve ms de cee 166 
Breen, Dr. Leonard E., director, Criteria of Aging Project__.._____- 182 
Daley, Hon. Richard ‘ah Mayor, City of Chicago. _.............._- 1 
Deknatel, William, representing Executive Council of the Chicago 
Federation of Settlements and Neighborhood Centers.__._______- 263 
Despres, Leon M., Alderman of the Fifth Ward, Chicago___________ 213 
Dovenmuehle, George, resident, Dovenmuehle, a ra 111 
Downs, James C., Jr., Chicago Housing Coordinator___....._._____ 8, 119 
Doyle, Philip, executive director, Chicago Land Clearance Commis- 
© MBAS ee, ya aye date apt agai © i henpogl a elit Riel elena Ae REE Sele lise of SE 159 
Erchul, Fred, secretary-treasurer, Milwaukee County Industrial 
be ee oe 241 
George, Robert C. L., executive director, Greater Chicago Council 
I I a ee eee wee mg ean 249 
Gilfillan, Louise, representing The National Association of Social 
ners, COO ARON CBRNE o.oo cn cn rw en ncene ence anos 276 
Grossman, Ben, director, Drexel Homes, Ine___----__-_-------__-- 186 
Hagiwara, Michael, representing Japanese-American Citizens League. 278 
Hannaford, Ogden, representing American Friends Service Committee. 280 
Harris, George 8., president, National Real Estate Brokers_._.._._... 257 
Hirsh, Morris H., chairman, Independent Voters of Illinois_______ 246 


Hume, Horace, vice president, Pringle-Hurd & Co., Inc., New York, 
ag eaten apnea setleaneallballldetnisel Lili b 

Humphrey, c. E., - director of development, Chicago Housing Au- 
thority - Tele 195 


Jaffe, Richard D., executive dire setor, South Shore Commission _____- 256 
Kean, Lt. Gen. William B., executive director, Chicago Housing Au- 

thority - ga). eae Sea 12 
Klutznick, Philip M., ~ American boscsammtantd Builders, Inc., Park 

Forest, Tl aie, ene DPA SCoPE fea IN hi ae 148 
Korshak, State Senator Marshall. Rit is yin nll 229 
Kramer, F., president, Draper & Kramer, Ine = eed Sco 152 
Lamson, Warren, president, Old Age and Public Assistance Union of 

Fe Bis Sethe lt ne is NO cP Re 8 ae SE A Al tes ei a 162 
Levi, Julian H., executive director, Southeast C hicago Commission - 103 
Loewenberg, Max L., president, City Club of Chicago_____-_-- se 211 
Luther, John W., president, South Shore Improvement Association - 257 
McGowan, Carl, representing the Metropolitan Housing and Plan- 

OE TS ae Sb ele coh ce Sag ES ey hy inn i yee xa 81 
Merrion, Joseph, Chicago Metropolitan . Home Builders Association _- 143 
Moreland, James C., director, Chicago Insuring Office, Federal Hous- 

ing Administration_____ ; 163 
Murphy, Alderman William D., ‘chairman, Chicago Citv C ouncil - 212 
©’Connor, Alfred, representing the Fraternal Order of F agies........ 173 
Opher, Rabbi Ahron, president, Chicago Council, American Jewish 

SONNE 28 os eck ce 2 eae 252 
Robinson, Theodore, re pre senting Cook County Industrial Union 

Council _ _ _ - Aner : me , 238 


III 








IV CONTENTS 


Statement of—Continued 
Sandbach, Walker, manager, Hyde Park Cooperative Soc iety __ 
Schmidt, William, representing Christopher Ludwick Unit No. 30 of 
the Steuben Society, Illinois Federation of Property Owners, and 
Pay SPN BONN. og ee wninenececs.... 
Shinner, Ernest C., chairman, Shinner Foundation_____ + sear 
Silverwood, Ralph et , president, Chicago Real Estate Board... __ 
Simmons, Boyd J., chairman, industrial committee, Chicago Associ- 
ation of Commerce and Industry : 
Smykal, Gen. Richard, chairman, Community Conservation Board 
of Chicago___- A ea eee =a +a 
Spaeth, Raymond J., chairman, South Side Planning Commission __ 
Usher, John A. , chairman, U rban Redevelopment Committee, Chicago 
Real Estate Board......__._.__..______. 


Voorhis, Jerry, executive direc tor, Coope rative League of the United 
States__ ay = 
Will, Herman, Jr., president, ‘York Center ‘Community Cooperative, 
Inc___- Y 
Additional data submitted to the subcommittee by— 
A New Look at Chicago’s Boom, article by Charles Collins, 
Chicago Tribune Magazine, September 25, 1955 
Cole, Albert M., Administrator, Housing and Home Finance Agency, 
letter of Novembe or 28, 1955 - x 
Despres, Alderman Leon M.: 
Summary of information obtained by Fifty-fifth Businessmen’s 
Association from questionnaires returned by business tenants 
affected by Hyde Park A-_ Wyte den 2 here be S ; 
Mishner, Maynard I., Special Assistant Corporation Counsel, 
letter of November 23, 1955 . - - 
Downs, James C., Jr.: 
Rehabilitation and Conservation—A Symposium _ 
Residential construction and demolition during October 1955 and 
during first 10 months of 1955 
Kean, Lt. Gen. William B.: 
Letter of November 22, 1955, to Hon. Albert Rains____________ 
Characteristics of 35 ‘old age’’ occupants of the 48-unit 
experimental building at Prairie Avenue Courts, June 30, 
a le re 
Population of the city of Chicago- -__-- 
Relocation of site residents to private housing— the character and 
quality of dwellings obtained in the movement from Chicago 
Housing Authority slum clearance sites, 1952-54 ie 
Residential construction and related data —C hicago r me tropolitan 
area, 1954 


from 





Page 


236 


280 
265 
87 
68 


65 
100 


94 
231 
234 


217 
221 
132 
130 
29 
29 
16 
30 
16 


Number of dwelling units, permit data by months, 1950-54_Facing 16 


Table 1.—Number and percentage distribution of dwelling 
unit authorizations in Chicago and the metropolitan area, 
(a, SPR BOS segeltiarlael 9S uyitads ek alc a > ga On gC 

Table 2.—Number and percent of new building units, by type 
of structure and ownership, city of Chicago, 1920—54__- 

Table 3.—Dwelling unit permits, by agua city of Chicago, 
| eee Qa ne bees Aeneas 

Table 4.—Permits for new single-family, new , multi-family, 
and conversion units, by months, city of Chicago, 1950-54 

Table 5.—Dwelling-unit permits in suburban towns and 
unincorporated areas, by month, Chicago metropolitan 
NN le ate, aa Se eS ete ah sain 

Table 6.—Dwelling unit permits in “suburban towns and 
unincorporated areas by type of structure, by month, 
Chicago metropolitan area, 1950—54________.-.-------- 

Table 7.—Number of structures and estimated number of 
dwelling units demolished, all types of structures, by 
month, city of Chicago, 1950-54 


18 
19 
19 


20 


20 





CONTENTS V 

Additional data submitted—Continued Page 
Table 8.—Number of structures and estimated number of 

dwelling units demolished, Chicago, 1930-—54__ 22 


Table 9.—Residential construction in major public and 
private Cncestnenciiaa and development projects, Chicago, 


1950-54______- spies 22 
Table 10.—Consumer ‘price ‘index (all items) and rent index 
component, Chicago, 1914 to September 1954. 23 


Table 11.— Marriage licenses issued in Cook County, number 
of births and deaths occurring in Chicago, and population 
counts or estimates for Chicago, 1920—-54_- =e 24 
Table 12-A.—Total private nonfarm employme nt, by 


month, Chicago metropolitan area, 1952—54_ ae 25 
Table 12-B.—Total contract construction employment, by 

month, Chicago metropolitan area, 1952-54_ _ _ - 25 
Table 13. ’—Numbe r and percent of vacant dwelling units, city 

of Chicago, selected years, 1934-50 25 


Map No. 1.—Residential construction, Chicago, 1950—54— 
number of authorized dwelling units by quarter square 
mile meee. Seed wee cuta. ee 
Map No. 2. -Residential construction, 1954, Chicago__ Facing 24 
Map No. 3.—Residential construction, 1950 through 1954, 


NS ae ae a _ Facing 24 
Map No. 4.—Structures for which demolition pe rmits were 

taken out, 1953 and 1954, Chicago _ Facing 24 
Map No. 5A.—Residential construction authorized new 

single-family units, Chicago, 1954 as : _ Facing 24 


Map No. 5B.— Residential construction authorized new 
multifamily units, Chicago, 1954__________-_- ee Facing 24 
Map No. 5C.—Residential construction authorized con- 


versions, Chicago, 1964. .—..- ae _. Facing 24 
Urban Renewal via Public Housing, ‘article from The Journal 

of Housing, March 1$54_- : 54 
Mason, Norman P., Commissioner, Federal Housing Administration, 

letter of December 7, 1955, to Hon. Albert Rains_-_-_~_-_- ie 284 
Meistrell, Frank J., Deputy Administrator, Housing and Home 
Finance citi letter of December 29, 1955, to Hon. Albert 

Rains , ; : 286 
Letter of November 4, 1955, to Robert Moses, -Chairm: in, Office 

of Committe e on Slum Clearance, New York, N. Y_- 287 

O’Connor, Alfred: 

Foster Homes For Aged, article from Chicago Daily Sun-Times, 

of August 2, 1954 ; 177 
O’Connor Pushes Eagle Action in Behalf of Elderly, article 

from Daily Calumet, Chicago, Ill : 179 


Skinner, E. G.: 
City Slums—A Challenge to Private Enterprise 
Simmons, Boyd J.: 
Use of Blighted Vacant Areas for Industrial Purposes, statement 
by Messrs. Aschman, Doyle, and Mitten ; : 73 
Tompkins, Rev. Alva, Chairman, Housing Conference of Chicago, 
letter of November 23, 1955, to Hon. Albert Rains_----_-_- 202 








A 


|, 





INVESTIGATION OF HOUSING, 1955 


MONDAY, NOVEMBER 21, 1955 


Houses or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Chicago, It. 

The subcommittee met at 10 a. m., Hon. Albert Rains presiding. 

Present: Messrs. Barrett, O’Hara, Addonizio, and Talle. 

Also present: Representatives Yates, Murray, and Boyle. 

Mr. Ratns. The committee will be in order. 

Just a brief statement before we start with the witnesses: This is 
the fourth major city in which the Subcommittee on Housing has held 
hearings, having previously been in New York, Philadelphia, and we 
are just here from Los Angeles. 

We are deeply gratified to be here in the great city of Chicago, 
and to be here along with our most esteemed colleague, Barratt O’Hara. 

We hear from Barratt and Sid Yates about the problems of housing 
in Chicago. We are delighted to be here with them, and we know we 
are going to get the picture. 

I will say this: As I look at the list of witnesses—and this does not 
apply to the major—we are going to have to move right on schedule 
if. we are to be able to get over this list of witnesses. The committee 
will please cooperate, I am sure, and we will try to make this schedule 
right on the button. 

Mr. Mayor, we are delighted to have you here this morning as the 
first witness, and you may proceed as you see fit. 


STATEMENT OF HON. RICHARD J. DALEY, MAYOR, CITY OF 
CHICAGO, ILL. 


Mr. Datey. Thank you very much, Chairman Rains, and members of 
the Housing Subcommittee. I am very happy to welcome you to Chi- 
cago and to say that we are, indeed, privileged to have you members 
of this fine committee sitting with us and the citizens of Chicago in 
an effort to try to improve the housing situation. 

We are looking forward to the report of your investigation and 
deliberations, as there is no subject of greater importance facing the 
cities of the Nation than that of housing. 

The people of Chicago can be justly proud of the progress that has 
has been made on every front. We have met every standard required 
by the State and Federal Governments, and in many instances we are 
among the first cities to do so. 

Chicago won the All America City award for its neighborhood con- 
servation program, especially for its citizen participation. But de- 
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spite our efforts and the progress we have made, much remains to be 
done, if we are to achieve our objective: A decent home in a good 
neighborhood for every family. 

We are making progress in our public housing program. We have 
completed 13,974 units, and under construction or in the planning 
state are 9,805 units. Applications are now being made for the con- 
struction of 3,250 units. 

We regard public housing as an essential aid in our tremendous 
rebuilding program. We are in the process of completing the Con- 
gress Street Superhighway, and acquiring property for the North- 
west Expressway and the Calument Skyway. 

Then there are projects being carried on by the land clearance com- 
mission and private developers, all of which will call for the reloca- 
tion of families. It is our strict policy to provide for adequate hous- 
ing for every family before the dwelling in which they live is taken 
down. 

Public housing is a major resource to permit the relocation of fami- 
lies of low income who must move as a result of government action. 
City and State funds were made available for such a program as early 
as 1947. 

This program could not have been possible without Federal aid. 
The need for this aid continues to be urgent. 

A long-range substantial slum clearance and redevelopment project 
is being carried on by the land clearance commission. Some eight 
projects are under way. Hundreds of acres have been and will be 
cleared. New housing, parks, schools, shopping centers, and indus- 
tries will take the place of wornout structures. 

This program was started in 1947 and was passed when Federal aid 
for this program first became available. 

In 1950 the census showed that Chicago had some 822,000 standard 
livable units. But it also showed some 65,000 dilapidated units which 
are unfit for use. And some 218,000 units with varying degrees of 
deficiencies. Most of them are in such condition and are so located 
that they are the object of our neighborhood conservation program, a 
development in which our city has pioneered. 

Under State legislation, passed in 1953 and upheld by our supreme 
court, we have organized the community conservation board, which is 
now responsible for our neighborhood conservation program. 

The community conservation board will give professional assist- 
ance and guidance to community groups who are working to reha- 
bilitate their neighborhoods, and prevent the spread of blight. 

We are now receiving Federal aid for our first urban-renewal proj- 
ect in the Hyde Park-Kenwood area, in which we will rehabilitate and 
revitalize an entire neighborhood. 

A growing number of community groups are developing their own 
programs in cooperation with city agencies. We will need assistance 
to enable property owners and investors to repair, remodel, and reno- 
rate existing structures, and to build new ones. 

We have great hopes that we will not only be able to stop the further 
spreading of slums, but also be able to raise the standards of neighbor- 
hoods in which these buildings are located to such a point that they 
will be slum and blight resistant. 
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To reach our goal of making the city and the neighborhoods a better 
place in which to live, we are doing everything in our power to 
encourage building by private enterprise. 

The rate of private residential construction in Chicago and the 
Chicago metropolitan area is far ahead of the national average and 
shows no sign of decline. 

A program for housing and neighborhood conservation involves not 
only the construction and maintenance of buildings, but the improve- 
ment and expansion of essential services and facilities. 

Thus we are using our available revenues for improving and ex- 
panding the police and fire departments ; for better street cleaning and 
garbage disposal; for paving of streets and the installation of a mod- 
ern street-lighting system; for new school buildings; for new parks, 
and for playgrounds staffed by adequate personnel. 

We must provide these services and facilities if we are to achieve our 
goal of preventing blight and preserving the neighborhoods. 

Our program also includes off-street parking facilities, new truck 
terminals, revision of our zoning ordinance, a medical center, and 
steps are being taken for the multimillion dollar Fort Dearbon project. 

Altogether we are engaged in a tremendous program. We will not 
be able to proceed at the rate at which we have been going, not to speak 
of accelerating it, unless we can count on continued Federal assistance. 

This program is a joint program in which the Federal Government, 
the State, and the city join with private enterprise to make our neigh- 
borhoods and our cities finer places in which to live. 

Thank you for the opportunity of appearing before this fine 
committee. 

Mr. Rarns. Mr. Mayor, we are delighted to have you, and that is a 
very informative and good statement. I might want to ask you just 
1 or 2 questions, and I will defer to my esteemed colleague, Mr. O'Hara, 
for more detailed ones. 

What kind of enforcement of the city building-code program do 
you have? By that I mean do you have good enforcement of your 
building-code programs? 

Mr. Datey. The enforcement of a building-inspection program is a 
constant and everlasting problem in all large cities. First, we must 
go back historically when many people looked upon building viola- 
tions with very little, if any, importance. Then we must couple that 
with the tremendous problem the city of Chicago faced of inadequate 
personnel for many years, with not enough people to enforce. 

Then we have to realize, also, with that what an adequate enforce- 
ment program means in certain areas, and we add them all up and it 
comes back again to one of the other subjects I mentioned, the neces- 
sity of the cities having the proper revenue in order to evaluate and 
carry out what is important. 

Having been selected and elected mayor about 6 months ago, one 
of the first things I addressed myself to was the question of adequate, 
strict, rigid, building inspection, not only inspection but enforcement, 
so that when there was a building violation we would have swift, 
prompt action. 

Some years ago, Mr. Chairman, the legislature passed a law which 
permitted the city of Chicago to file a receivership case in the instance 
of repeated, flagrant violation. For the first time in the history of 
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Chicago 3 months ago the first cases were filed. That, in effect, per- 
mits the city of Chicago to take over the property of one who is con- 
stantly violating the law, and in that way we have also stepped up 
through the help of the Chicago Bar Association, the various metro- 
politan and the various housing agencies, a compliance board in the 
building authority where they will call the people in before the case 
goes to court, point out the violations, tell them what would happen 
if they did not comply, and though I am told it has only been in opera- 
tion for 60 days that the compliance board has done substantial good. 

The chief justice, Judge Drymalski, has set up a court to handle just 
housing and building violations. Previously it was handled by just 
3 or 4 judges. In the last 60 days, through the instance of the city, 
and through the cooperation of Judge Drymalski, we have set up a 
building court where all building violations are heard by one judge. 
The cooperation we have received from that judge has been very 
encouraging. 

Mr. Rarns. What about the citizen participation? Are they par- 
ticipating in the program now that you are putting a little extra 
pressure on the building code? 

Mr. Darry. Yes; in particular we point out the Hyde Park-Ken- 
wood area, which has been spearheaded by the University of Chicago, 
and they have enlisted a large citizen participation. It has helped out 
to point out these instances. 

As you have pointed out, inspection by inspection is one thing, but 
interest by the citizens in the neighborhoods is the real problem. If 
we have interested citizens who will call the building department and 
take it upon themselves, you have the finest degree of cooperation. 

In addition, our new building commissioner has instituted a program 
whereby when a conversion is taking place, or repairs are being made 
in the building, a conspicuous sign must be posted outside that build- 
ing to show there are repairs going on in the building, many of which 
have gone on in the past which are illegal conversions. They are the 
very things which bring an area into blight or semiblight. But with 
this new program of posting signs we feel we will encourage citizen 


participation, and they will become interested as to what is happening 
in their neighborhood. 


Mr. Rarns. Mr. Barratt. 

Mr. O’Hara. Mr. Mayor, we find difficulties sometimes in the Con- 
gress in that our colleagues who do not come from urban centers do 
not understand our problems, and do not realize how much the cities 
are doing to help themselves. 

During your administration as Mayor, Chicago has taken great 
strides, which I think our record should show. One feature which 
I think is more pronounced here than any other place in the country— 
at least any other place that we have visited, is the local pride in 
street and neighborhood cleanliness that has been engendered through 
the block group program that is meeting with such success with your 
encouragement. I wish you would tell the committee, Mr. Mayor, 
how those block groups operate. 

Mr. Datry. I shall be happy to, Congressman. 

The fact that impressed me in all of the cities of the Nation was the 
fact that many of us for too long a period neglected the cleanliness 
of our cities and of our neighborhoods. So one of the first things we 
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did in coming into office was to encourage citizen participation. Any- 
thing we do in our government if we don’t have citizen participation 
we don’t do a complete job. So we summoned a group of not only 
the citizens of industry and labor, of the professions, of the university 
life, but we went back into the neighborhoods, into the communities, 
and asked the men and women of the churches, of the schools, and the 
PTA’s and the veterans’ organizations, and the different fraternal 
groups if they would send representatives, and that organized it, as 
you pointed out, on a neighborhood basis. There are approximately 
65 neighborhoods in Chicago. Our city is a city of neighborhoods. 
We felt if we could stimulate the citizen participation on a neighbor- 
hood community basis—we pointed with pride to the parks, the stock- 
yards district, the West Side, the medical center. We knew if we could 
get the citizens in those areas interested again in the integrity and the 
physical makeup of their neighborhoods—we offered prizes to the 
different neighborhoods, to the different blocks. We assembled the 
housewives, who would go out with their good old-fashioned brooms 
and sweep the sidewalks. We felt that was no different from keeping 
your home clean. 

As one woman put it, if you keep your home clean, then you should 
keep your sidewalk and alleys clean. If you keep that clean, you 
should keep your neighborhood clean. 

We implemented that and we are happy to say for the first time in 
15 or 8 years some of the streets were 2 Coming from an ordi- 
nary neighborhood myself, as you know, Congressman, when one 
fellow gets out and paints his house, it is interesting to watch what 
happens in the neighborhood—4 or 5 others will do so. When one 
fellow plants flowers or trees, 5 or 6 will follow. Pretty soon you 
have a block in which all of the people are interested in trying to 
help one another, and interested in trying to make a better block and a 
better neighborhood. They are interested in improving their homes. 

Specifically, in the building department, to answer the chairman’s 
specific question, we increased the appropriation over 1954 by 50 per- 
cent in our inspection, stepping up the idea of inspection. We also 
have pending before the city council a housing code, which will attempt 
to raise the conditions and standards under which people live. We also 
have a zoning ordinance which is aimed and directed at stopping some 
of the things which usually take place in large urban centers, and which 
go to make up the degration and depreciation of neighborhoods. The 
citizen participation has been most encouraging. We have had a 
coordinator you will hear from later, at my left, Mr. Downs, who is 
nationally known, and who has done a terrific job for for the people 
of Chicago. 

Mr. O’Hara. Mr. Mayor, I was tremendously heartened when, on 
my return from Washington I visited some of these block meetings. 
In an integrated neighborhood in the Kenwood section some 15 or 
more neighbors turned out to the block meeting. Some white; some 
Negro, of different religions, they discussed their common problems 
as one happy family, and by cooperating with one another, and the 
police and fire departments, and the school authorities, they were get- 
ting rich results. In Los Angeles, Mr. Mayor, we were told one of 
their problems is that of absentee landlords. As I recall, we were in- 
formed that something like 85 percent of the property in certain slum 
localities was owned by absentee landlords. 
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Do we have the same situation here in Chicago? 

Mr. Datry. I would say that the situation is pretty much the same 
throughout the Nation. If we can take the profit out of slum owner- 
ship, which we have tried to do in Chicago, Congressman, and particu- 
larly with this new law, because no matter where they live it isn’t 
the usual legalistic approach any more, and that is trying to find the 
owner to serve him with his building violations; we can proceed, 
although many of you gentlemen are perhaps lawyers, it is an equity 
proceeding to ask for an appointment of receivership, and we can take 
over the building on publication. 

Of course, necessarily, we have to proceed in the legal form set out in 
the statute, which does not present problem of seeking out the owner 
which, incidentally, was one of the reasons why you had delay in build- 
ing inspection. An inspector went out to a dilapidated slum building. 
He tried to find the owner. He could not find the owner. Delay takes 
place, they were writing back and forth, you are trying to find the 
proper person to serve because if you serve the wrong person, and you 
get up in court, you and I know you have the wrong defendant, knew, 
in the case of flagrant violations, and in the case of real abuses we can 
proceed now in receivership and take over the property. 

Where we proceed we have quickly and swiftly found out how 
how quickly the owner came into existence. 

While we are talking about that absentee ownership, we had, as you 
know, the question of our hotels and hotel fires, and we put a 24-hour 
watch, both fire and police, and it was very encouraging how quickly 
when the fire and policemen went in in the early moring and closed a 
hotel because of an inadequate and incompetent staff, how the owners 
appeared in a few minutes, although sometimes prior to that it took 
months and months to find out who owned the hotel. 

So the new laws have given us great leeway in our fight on this 
very subject. 

Mr. O’Hara. Mr. Mayor, there are many other questions that I 
should like to ask you to get the complete picture, but our time is 
limited, and I know our colleague, the great Congressman from the 
near North Side, Congressman Yates, has some questions. 

Mr. Yates. Thank you, Barratt. 

I have no questions to ask you, Mayor. You have covered the story 
pretty carefully and pretty clearly. I think it is quite obvious that 
under his leadership the city of Chicago is well on its way toward 
a resurgence and toward becoming what a magazine has called, 
the most exciting city in the world. I think with the seaway coming 
in in a few years it will be the most important city anywhere. 

Mr. Rarns. I would like the record to show that our esteemed friend, 
Sid Yates, sits up here at our invitation. While he is not a mem- 
ber of this committee, he is a member of the Appropriations Com- 
mittee which handles the appropriations for housing, so we count 
him along with Mr. O’Hara as very valuable on the housing battles 
in Washington. 

Mr. Addonizio ? 

Mr. Apponizio. Mayor, I have 1 or 2 questions. I don’t know 
whether you are familiar with the hearings that we had in Los 
Angeles, but there was severe criticism made as to the city of Chicago, 
and in reference to this urban renewal program that you people 
have started here. 








nO wy 


INVESTIGATION OF HOUSING, 1955 7 


There was a question raised of $14 million, I believe, that the city 
would require just on one project. Because of that these indi- 
viduals in their testimony said that there should be a limitation on the 
amount of money that the Government puts into such a program 
throughout the country. 

Do you feel that way / 

Mr. Datry. No, I would have to say, first, Congressman, Chicago 
happens to be always the city that is criticized by outsiders, partly 
because they don’t have full knowledge of the facts and don’t under- 
stand the problems. In that very city one of the chief executives had 
something unkind to say about Chicago only a few months ago. 

We believe that all over America all of the other cities are doing a 
fine job, and we would hope that we would have a little more coopera- 
tion from all of them. I think the problem, as I said, Congressman, 
of homes and family life in America is the No. 1 problem. I don’t 
think we ever put enough money into making better homes and better 
families and better neighborhoods because when we compare what we 
are spending throughout the Nation for penal institutions, for the 
destructive forces that want to destroy man and family life, no one 
who understands the facts would say that we ever spent too much 
for building up urban renewal. 

I think we should have more of it, Congressman, and, if we had, I 
think we would have better families, better neighborhoods and better 
citizens. 

Mr. Apponiz1o. I agree with you thoroughly. 

Now, I had one other question. I believe you made reference to a 
court which had jurisdiction to watch over the violations as far as 
your local ordinances are concerned, in reference to buildings. I was 
wondering just what penalties are given out by such a court, to what 
extent the court has jurisdiction ¢ 

Mr. Datey. In the municipal court, as you know, penalties are 
limited to imprisonment of less than 1 year. However, recently they 
have adopted a rule of the court that where you are in violation 
ordinarily the judge could set a fine depending on the specific case 
of anywhere from not less than $10 and not more than $200. 

Some of the judges have adopted this which has been a very desirable 
thing to put a fine on the person who is in violation every day of the 
violation, not let it just run for a couple of months, because in many 
instances that was a profitable operation. They took the $50 fine, 
and then before you got into another inspection 6 months elapsed, 
but the judges have recently said $100 for every day of violation. 

Mr. Apponiz10. So yours is a day-by-day operation 7 

Mr. Datry. Yes. 

Mr. Apponizio. Thank you very much. 

Mr. Ratns. Dr. Talle? 

Mr. Tatur. No questions. 

Mr. Rains. Mr. Mayor, we want to thank you for appearing. The 
man who will follow you I am sure will give us the answers to our 
technical and specific questions. 

We want to tell you that you have appeared before a committee 
that has no criticism to make of Chicago, or any other city. Our real 
duty is to try to find out the problems, and they are varied in every 
city. We know that, and that is why we are charged by the Con- 








8 INVESTIGATION OF HOUSING, 1955 


gress with a grassroots study of the problems in the hopes that we 
can carry baa your recommendations, and those of people of other 
cities, and write an even better housing law for this country. 

Thank you very much for appearing. 

Mr. Datey. Thank you very much for the opportunity. : 

Mr. Ratns. The next witness is Mr. James é Downs, Jr., Chicago 
housing coordinator. 

Come around, Mr. Downs. Weare glad to have you. 


STATEMENT OF JAMES C. DOWNS, JR., CHICAGO HOUSING 
COORDINATOR 


Mr. Downs. Thank you, Mr. Chairman, members of the subcom- 
mittee. 

Mayor Daley has just given you an overall picture of the program, 
the ben: test the aims, and the objectives of the Chicago 
program. 

In Chicago, as you probably know, we operate a coordinated pro- 
gram with the office of the housing and redevelopment coordinator 
working directly under the mayor with the objective of making our 
agencies hew to a line of common objective, and whereas the office 
of the housing coordinator has no statutory powers or exercises to 
specific powers legally, it does seek to have all of the agencies work 
as harmoniously as possible, as economically as possible, and as 
efficiently as possibly to gain the common objective. 

We are going to ask this morning that the individual agencies 
who have contact with the Government, and who work with the 
Government directly, state for you the specific items that we would 
like to encourage the attention of the committee, and of the Congress, 
to solve. 

I would just like to make these few comments prior to turning 
you over to these agency people who will make specific recommenda- 
tions. 

The first is that in Chicago we have an extraordinary level of citizen 
participation. We have now 18 groups, neighborhood groups, in the 
city of Chicago who have organized themselves into organizations, 
who have raised their own funds, who have engaged professional 
help, who have hired offices for the neighborhood conversion pro- 
gram. I think the reason we won the All American award was be- 
cause of this tremendously high level of citizen participation, and, 
as Congressman O’Hara has said, it is probably the most thrilling 
part of the whole Chicago program. 

My only other point that I would like to leave with you has to do 
with this subject of limitation of the amount of money which any in- 
dividual State can obtain under the program. As you know, the 
provision of the Federal law has now been that no single State can 
obtain more than 10 percent of the gross appropriation under the bill. 
Now, in Chicago we regard this as something of a penalty for being 
well organized and well prepared to take advantage of the program. 
I am certain that the Congress of the United States has no desire to 
attack this program piecemeal. In other words, if the city of Chicago 
and the State of Illinois are sufficiently well organized and sufficiently 
well prepared so they can use more than 10 percent of the gross fund 
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available, whereas other States are not yet ready to make an expendi- 
ture of these funds, we would like to see the State of Illinois be allow- 
ed to go ahead and use all unallocated funds that it can judiciously 
spend, and for that reason we would like to urge you in your considera- 
tions and deliberations to give some thought to this question, for we 
know that within 1 year from today we will have allocated and spent 
or have provision to spend and plans and crystallized programs to 
spend the 10 percent which is going to be allocable to the State of 
I}linois. 

Other than these remarks, I am going to leave to the agencies the 
recommendations which they will make. 

I would be glad to answer any technical questions that you may 
care to put to me. 

Mr. Apponiz1o. Thank you very much, Mr. Downs. We appreciate 
your statement. 

I have just one question which has to do with the limitation you 
spoke about. I think if you will remember correctly the Congress ap- 
propriated about a billion dollars for this proram, so 10 percent for 
each State would involve about a hundred million dollars for the State 
of Illinois. Do you think that that amount is sufficient for this State? 

Mr. Downs. Well, by sufficient, do you mean that that amount would 
finance all of the things necessary? I don’t think so; no. 

The reason is that under the Housing Act of 1954 we were up to the 
full usage. As a matter of fact, we were notified 3 months ago that 
we had exhausted that portion of the appropriation which could be 
used in the State of Illinois, and this exhaustion came before we were 
well underway. 

So my own feeling is that the Government of the United States un- 
undertook this program because it realized that the cities were among 
the major resources of this country, and this is becoming more and 
more true as our society becomes more and more urbanized. 

Now, the fact that we might spend 12 percent, 16 percent in Chicago, 
while some other city wasn’t yet ready, doesn’t mean that we are tak- 
ing unfair advantage, or that the Federal Government is wasting these 
funds. What I think the Federal Government wants to do is to do 
what the mayor said, that is, to raise the standard of housing and our 
urban life to where we know it ought to be as a part of our demonstra- 
tion to the world that democracy is really the way people ought to 
live. 

Mr. Rarns. What is the housing setup of the city of Chicago? It 
seems to me a bit different, maybe a bit more compact organization 
than we have in most cities. Just how does the housing setup work 
and operate ? 

Mr. Downs. Well, under the various laws that exist in the State of 
Illinois, and the working of the Federal laws, the mayor of the city, 
as the chief administrative officer, has the primary responsibility for 
the appointment of commissioners under the various boards which 
exist, such as the Chicago Housing Authority, the Chicago Land 
Clearance Commission, the community conservation board, the plan- 
ning commission, the building department, and others of the agencies 
which are directly concerned with housing. 

In our modern complex Government these responsibilities bear 
heavily on the mayor, with all the others that he has to shoulder, and 
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a committee which was set up to study the Chicago housing problem 
recommended that there be a housing coordinator. 

Mr. Rarns. And that is your job / 

Mr. Downs. That is my job. 

The housing coordinator acts for and on behalf of the mayor in 
attending commissioners’ meetings and keeping track of what these 
various agencies do. 

Now, as the mayor said in his statement, we in Chicago have taken 
full advantage of all of the laws, both of the State of Illinois and 
of the Federal Government, which enable us to operate in this field. 
This, I think, is the reason why we were first among the large cities 
with a workable program. 

Now, our organization is similar to that of other cities. We havea 
land-clearance commission, which works on title I. 

Mr. Rarns. Public housing authority. 

Mr. Downs. We have a public housing authority which is known 
as the Chicago Housing Authoriy. We have a community conserva- 
tion board, which is the conservation agency. We have a neighbor- 
hood redevelopment commission, which enables us to set up local 
neighborhood redevelopment organizations. We have the Chicago 
Planning Commission, which is the overall planning agency. We 
have the building department. We also have a nonprofit housing cor- 
poration called the Chicago Dwellings Association. 

Now, these are all separate agencies. In some cases they are auton- 
omous agencies, in some cases they are departments of the city of 
Chicago. The executives of those agencies, however, sit in regular 
scheduled meetings. All of our problems impinge on one another, and, 
in addition to the direct housing agencies, the office of the housing 
coordinator handles relocation for the highway department, for the 
board of education, for all large land acquisition agencies that are 
operating, such as our medical center commission, and in some cases 
our board of education. So that the prime difference, I think, be- 
tween the Chicago organization and those of many other cities, is 
whereas in some other cities these autonomous agencies operate with 
this autonomy. 

Mr. Rains. They operate separately, and sometimes don’t coordinate 
all of their activities on the housing problem / 

Mr. Downs. That is right. And we are probably not completely 
coordinated, but we are well on the road to it. 

Mr. Rains. I think that is a good idea. 

Mr. O'Hara. Mr. Downs, you have been doing a terrific job, and 
Chicago and everybody in Chicago should be and, I am sure is, grate- 
ful for the fine service you are rendering for our city. This com- 
mittee is especially appreciative of the assistance given it by your 
very able assistant, Mr. Dave Mackelman, the Deputy Coordinator. 
He has been very helpful to us. 

Mr. Downs. Thank you. 

Mr. Rarns. Any questions, Dr. Talle 

Mr. Tate. No questions. 

Mr. Rarns. I have 1 or 2 questions I might ask. I know we are 
running on schedule, which is very important. I know the executive 
director will be on, but how many public-housing units in the city 
of Chicago are under contract ? 
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Mr. Downs. ‘There are 9,000 now. There are 13,000 open and oper- 
ating, 9,000 under construction and dev elopment, which is 22,000, and 
we are asking for 3,250 more. 

Mr. Rats. 3,250 more ¢ 

Mr. Downs. That is correct. 

Mr. Rarns. Now, how far along, if you know, is your program / 
I assume that 3,2 50 would come out ‘of the 45,000 of this year’s 
capacity ¢ 

Mr. Downs. That is correct. 

Mr. Rarns. Now, one other question. I am interested in the prob- 
lem in Chicago, as all of the committee is, about the clearance, and 
since you are the housing coordinator maybe you can tell me who 
to ask these questions of properly. I am referring to the clearance 
of the industrial site that I understand is located out back of the 
airport. That had some consideration in the last Congress. What is 
the situation about that ¢ 

Mr. Downs. I think the question there was one more of a philosophy 
of operation of the act than an individual site. 

Mr. Rarns. An interpretation, almost / 

Mr. Downs. That is right. We believe that in order to do a bal- 
anced redevelopment program that you must not only devote the slum 
clearance and redevelopment to residential and housing needs, but 
you must also devote it in the interests of a balanced» economy to 
industrial needs. 

For instance, in Chicago in our Congress Street Expressway we 
went to a number of industries and told them that they had to move. 
We condemned them out. We were not able in many instances to 
offer them an industrial site for their use in the city of Chicago even 
though we had slum areas which ought to thus be used. We also have 
certain outlying areas which are ideally situated for industrial de- 
velopment, but where the land is in blight because of delinquency in 
taxes, and other tieups on the land. We believe that the Housing Act 
ought to be employable to assure these cities of the dynamism of their 
industrial structure. We are starting out on our Northwest Express, 
and there, again, in the bed of that expressway we are running into 
industries, and we are unable to offer them land on a basis which will 
keep them within the city limits, because we cannot offer it to them 
competitively with land outside of the city limits. We believe that 
if we could use, as we can and as we are in some cases, land for these 
industrial purposes, we believe that power should be granted. 

Mr. Rats. Well, if you had the limitation per State on slum clear- 
ance, wouldn’t that cut drastically into the allowance for each State 
if you utilized it for the clearance of industrial areas ? 

Mr. Downs. It might. It might point up, also, that we need more 
money. 

Mr. Rarns. Can you operate or clear the site that you have in mind 
under the loan provision that was put in the act and not the grant / 
You realize, of course, that Congress put in the act 

Mr. Downs. Mr. Bach, who is the executive director of the land 
clearance commission, has this as his primary responsibility. We 
don’t borrow money. We have our own local funds to use for that 
purpose. 

Mr. Rarns. I see. Thank you. That is all the questions I have. 
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Thank you for appearing, Mr. Downs. We hope to see some more 
of you. 

Mr. Downs. Thank you. 

Mr. Ratns. I see Congressman Murray, of Illinois, in the back. 
Maybe he would like to come up and joint us. Come around. 

The next witness is Lt. Gen. W. B. Kean, executive director of the 
Chicago Housing Authority. Come around, General. 

General, we are delighted to have you, and you may proceed to 
handle your statement in any way you desire. 

We have copies, if you want to present it or summarize it, either 
way you wish. 

General Kean. Thank you, sir. 


STATEMENT OF LT. GEN. WILLIAM B. KEAN, EXECUTIVE DIRECTOR, 
CHICAGO HOUSING AUTHORITY 


General Kran. Mr. Chairman and honorable members of the sub- 
committee, I appreciate this opportunity to appear before you today, 
to present to you a résumé of the operations of the Chicago Housing 
Authority, and the recommendations of our commissioners for future 
legislation concerning public housing. 

As Mayor Daley stated, on November 1 of this year, the Chicago 
Housing Authority had 13,974 public housing units in operation; this 
included 12,552 units in federally aided projects, and 1,422 units con- 
structed with grant funds from the State of Illinois and the city of 
Chicago. Because of the urgent need for low-rent housing in Chi- 
cago, vacancies are at a minimum; on November 1, there were only 23 
vacant units, which for the most part were undergoing cleaning and 
redecorating for leasing to new tenants. In addition, 11 units were 
leased for activities wa. § as infant welfare stations and clinics. 

The Chicago Housing Authority has under construction and in the 
design and planning stages 9,805 units. The last of these will be com- 
pleted by 1960; at that time, there will be a total of 23,779 low-rent 
housing units in Chicago. 

The commissioners of the Chicago Housing Authority have sub- 
mitted an 0 Ysa F to the Public Housing Administration for an 
allocation of 3,250 additional units under the act of 1955, based upon 
estimated relocation requirements. 

It is obvious that the need for housing low-income families can- 
not realistically be judged entirely by the requirements of families dis- 
placed from slum clearance areas. At the present time, we have on 
file 45,000 applications from families—not living in slum clearance 
areas—who are apparently eligible for public housing. Approxi- 
mately 1,000 additional registrations are being received each month. 
We are currently housing approximately 400 families every month, as 
replacements for move-outs, and as initial tenants in new projects. As 
the buildings now in construction and planning stages come into 
being, our move-in rate will of course increase. 

Various statistics have been cited to prove the great need in Chicago 
for additional housing which low-income families can afford. Some 
additional information is available concerning the extent of sub- 
standard, unsafe, and insanitary structures. However, none of this 
information is up to date, and drawing isolated facts from various 
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sources does not permit a realistic evaluation of housing requirements 
for these families. The following data may pr ovide some indications 
of the need which exists. 

The 1950 census, which contains the last available information, 
stated that 23 percent of the dwellings in Chicago were substandard. 
This means that approximately 250,000 dwellings were unsafe or in- 
adequate, 5 years ago. The number of structures passing annually 
from standard to substandard has not to my knowledge been estimated. 
We do know that during the 1950-55 period, building permits were 
issued for fewer than an average of 13,000 units per "year. Even if 
these were replacements of the oldest structures, it is obvious that this 
replacement rate would be completely inadequate. However, it is 
apparent that virtually all new construction has been for upper- 
middle and high-income families, with commensurately high rents. 

In December 1954, a study made by the authority in cooperation 
with other agencies found that the lowest gross rents for standard 
housing then available in reasonable number were $90 per month for 
2 1-bedroom unit, $116 or a 2-bedroom unit, and $132 for 3 or more 
bedrooms. 

It must be recognized that every metropolitan area has many thou- 
sands of workers whose incomes are extremely low. In terms of eco- 
nomic output, marginal workers do not earn and therefore cannot be 
expected to receive, a compensation sufficient to cover the needs of 
large families. 

The limited data compiled by the authority indicate that many 
of our tenants receive their income from welfare agencies. We also 
have many older couples, disabled veterans, handicapped persons, and 
others who are not receiving welfare agency aid but whose incomes are 
extremely low because of their inability to obtain and hold regular 
employment. These people, plus many employed marginal workers, 
cannot in the foreseeable future afford adequate private housing at 
the present rentals. The problem of housing the aged, including 
elderly single persons, should be solved. Seven "and six-tenths percent 
of the population of Chicago are 65 years of age or over, and this ratio 
is rapidly increasing. Many of them have an inadequate income to 
pay for decent housing. 

A sample survey conducted by the Chicago Tribune in 1955 indi- 

cates that 11.7 percent of the families in ig Chicago metropolitan area 
presently receive less than $3,000 per yea Another 14.1 percent were 
estimated as being in the $3,000 to $4. 000 brac ‘ket. 

The 1950 census indicated that 29.4 percent of the families in Chi- 
cago had an annual income of less than that $3,000. While these data 
are not completely comparable, they both present one compelling 
fact—more than 150,000 families in Chicago have incomes so low that 
they are eligible for public housing. 

Applicants who visit our offices to register for public housing, in- 
form us of the conditions under which ‘they live. Our tenant selec- 
tion personnel have visited many of these homes, and we know that 
thousands of families are now living under unsafe and insanitary 
conditions. A family of 6 or 8, living in 1 room and sharing cooking 
and bathroom facilities with many other families, is commonplace. 
And these families have difficulty in finding even such unsatisfac tory 
housing for less than $80 per month. 
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The fact that a large number of low-income families live in obso- 
lescent and overcrowded structures is apparent. However, a defini- 
tive study of housing conditions and requirements has never to my 
knowledge been made. For that reason, we have been hesitant to base 
any long-range planning on an obvious but thus far unevaluated 
need. 

The authority does not have funds to make such a comprehensive 
survey of housing conditions and requirements. We have been in- 
formed by the Housing and Home Finance Agency that moneys are 
not available for this purpose. It is doubtful that we can obtain 
from any other source sufficient funds for the kind of survey which 
would be extensive enough to permit realistic long-range planning. 

A further impediment to developing a long-range program is the 
fact that we have no indication as to the action Congress will take in 
any future year. ‘The only probable source of initial financing avail- 
able for construction of public housing is the Federal Government. 
Until the Federal Government determines a long-range program for 
the Nation, neither the Chicago Housing Authority nor any other 
housing authority can make much progress in developing a realistic 
long-range program. 

Our most immediate concern is determination of the needs of our 
city. Comprehensive and authoritative surveys would permit us to 
fix our potential requirements for public housing. It should be ap- 
parent that long-range surveys, city-by-city, are also vital to our Con- 
gress in determining public housing requirements. 

Apart from determining the need for low-rent housing which exists, 
the Chicago Housing Authority has found that it is difficult under 
current Federal legislation to prepare an acceptable development pro- 
gram within the 1-year time limitation. Site selection is a compli- 
cated process in Chicago, where the approval of the city council is 
required for each proposed site. Furthermore, the authority’s pro- 
gram must be pie with the activities of all other private and 
public agencies which are concerned with renewal and conservation. 

Development plans must be prepared, and budgetary, technical and 
legal approvals must be obtained at both the local and national levels. 
Even with the fine cooperation we have received from the Public 
Housing Administration, there is no doubt that more effective pro- 
grams could be initiated and fulfilled if additional time could be 
made available. 

In large part, the Chicago Housing Authority has built its public 
housing projects in aid of the clearance of slum areas. The cost of 
acquiring and clearing slum property has constituted a substantial 
proportion of total development costs. These costs have determined 
the type of dwellings which the Chicago Housing Authority has been 
able to build. Unlike the Chicago Land Clearance Commission and 
other agencies which receive urban renewal grants, the Chicago Hous- 
ing Authority does not have the statutory power to write off any por- 
tion of land costs. Accordingly, for economic reasons, we have been 
forced to build high-rise projects in the slum areas which we have 
cleared. From the standpoint of providing the best living conditions 
for low-income families with many children, the authority desires to 
build row houses or walk-up structures. 

A further reason for preferring smaller structures is to avoid a 
population density in oon housing areas, which place a strain on 
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community facilities such as schools, parks, shops, and transportation, 
Public-housing authorities are placed in an anomalous situation in 
that private developers may purchase slum-clearance land at greatly 
reduced costs for construction of housing, which is not intended for 
or restricted to use by low-income families. The housing authority, 
on the other hand, must sell bonds covering the total costs of develop- 
ment, which include the excessive cost of slum land, clearance, and 
relocation. If legislative means were developed whereby the Federal 
Government could reduce land-acquisition costs to vacant-land value, 
the resulting decrease in annual contributions through the reduction 
of interest over the amortization period would, in all probability, 
cover any such grants. 

It isa fact that if the Public Housing Administration were to relax 
its administrative restrictions on per-unit costs, the economic prob- 
lems attendant to constructing low-rise structures on slum-clearance 
tracts would be alleviated. However, we have a sympathetic under- 
standing of the Public Housing Administration’s reluctance to change 
its rules as to unit costs. That agency's decisions are necessarily 
conditioned by its desire to allocate congressional appropriations so 
as to provide a maximum quantity of total units of public housing 
throughout the Nation. Accordingly, it is believed that the problem 
is primarily in the legislative province. We believe that the best 
solution would be to provide, by legislation, a means by which local 
authorities could write off a substantial proportion of land-acquisi- 
tion costs when building housing projects on slum lands. We believe 
such a legislative change would be in harmony with the purposes of 
the Housing Act of 1955, as well as earlier legislation. By this means, 
housing authorities, when building on slum land, could construct the 
type of dwellings which would best fulfill the purposes of public 
housing. It would then be possible to continue to give emphasis to 
slum clearance in urban areas. 

Practical experience has shown that the success of any governmental 
program involving the displacement of large numbers of people de- 
pends to a great extent on how efliciently the relocation can be accom- 
plished. Additional housing is required to care for families now 
residing in areas to be cleared for new housing and industrial use, 
for highways and other municipal improvements, to reduce or elimi- 
nate illegal occupancy in overcrowded buildings, and to provide for 
displacement without incurring further overcrowding in presently 
good neighborhoods. Some of this additional housing must be for 
low-income families. 

As the President’s Advisory Committee on Government Housing 
Policies and Program has stated: 

* One of the important reasons for continuing public housing is to provide 
relocation housing for families displaced through urban redevelopment, rehabili- 
tation, and low-enforcement programs. 

It is generally agreed that public housing is an indispensable tool 
in the work of urban renewal. 

In closing, I wish to present the specific conclusions and recom- 
mendations of the Commissioners of the Chicago Housing Authority, 
for consideration by this committee. 

Conclusions: 1. Vigorous continuation of an urban renewal pro- 
gram is essential to the well-being of the city of Chicago, and to 
the Nation. Additional public housing will be required as an aid 
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to slum-clearance activities and to house the low-income families 
being displaced from buildings in other clearance areas. 

2. The general economic data which are presently available evi- 
dence a substantial need for safe, sanitary, and uncongested housing 
for low-income families in addition to the present existing units. 

Recommendations: 1. It is recommended that Congress make spe- 
cific legislative provisions for the conduct. of housing surveys and the 
formulation of long-range plans, both as an aid to each authority in 
determining the requirements of the community which it serves, and 
as a means of assisting the Congress in determining the needs of the 
Nation; 

2. That future legislation include means which will permit housing 
authorities to write off a substantial proportion of land-acquisition 
costs. This will allow continued emphasis on slum clearance, and still 
provide the type of dwellings whicl. are best suited to public-housing 
purposes ; 

5. And, it is finally recommended that Congress, in future legisla- 
tion, permit a sufficient period of time between the enactment of the 
legislation and the required date of the consummation of the contract 
with the Federal Government. This will permit the local authority 
to carefully and adequately plan a realistic development program to 
fit its specific needs on a long-range basis. 

(Statistics on population of city of Chicago, and number and per- 
cent of new dwelling units, follow :) 


Population of the city of Chicago 


OID OIE OR IRIE RDN EI i elie hd cere te eo 3, 620, 962 
1955 estimate by Donald J. Babue, associate professor of sociology, 
University of Chicago, published by the Chicago Community Inven- 
tory and Scripps Foundation of Miami University (Ohio), total_.___ 3, 789, 000. 


RESIDENTIAL CONSTRUCTION AND RELATED Data 
CiTy oF CHICAGO, CHICAGO METROPOLITAN AREA, 1954 
(Office of the Housing and Redevelopment Coordinator, City of Chicago, 69 
West Washington St., Chicago, Ill.) 


A high level of residential construction was maintained in Chicago during the 
period 1950-54. 

A continuing shift to the construction of single-family houses and a high rate 
of residential development in outlying and close-in areas of Chicago characterized 
these years. 

The 13,103 units for which permits were taken out in 1954 exceeded all but one 
(1950) of the postwar years. The volume of residential construction in 1954 
was 11 percent above 1953, 21 percent above 1952, 13 percent above 1951, but 
26 percent under 1950. The 453 permit units added by conversion during 1954 
were 45 percent below 1953, continuing the decline begun in 1952. 

An estimated 1,494 units were demolished in 1954, an increase of 27 percent 
over 1953. 

More dwelling units were added to the housing inventory of Chicago in the 
period 1950-54 than in any 5-year period since 1930. The volume of residential 
construction during the past 5 years was almost double that of the period of 
1945-49. Permits were taken out for 64,972 units between 1950 and 1954 com- 
pared to 33,034 units in the preceeding 5 years. 

The shift to the construction of single-family houses continued. The average 
annual addition of this homeownership type of structure during 1950-54 ex- 
ceeded the annual addition of single-family houses during the 1920’s. Permits 
were taken out for 7,475 single-family houses on the average each year during 
1950-54, about 1144 again the average annual addition of 5,827 single-family 
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houses during the 1920’s. As a result, single-family houses made up 58 percent 
of all units added to the inventory in Chicago in 1950-54 as compared to 20 per- 
cent in the 1920's. 

In contrast, the average annual addition of 5,518 rental-type units during 
1950-54 was one-fourth the average annual addition of rental units during the 
1920’s. The decline in the number of privately owned rental-type units added 
to the inventory was more marked. About one-quarter of the units in rental- 
type structures (5,466 units) were public housing units, and an additional 1,388 
rental units were completed in large-scale redevelopment projects during 1950-54. 


RESIDENTIAL CONSTRUCTION IN THE CHICAGO METROPOLITAN AREA 


The volume of residential construction in the Chicago metropolitan area 
reached a postwar high in 1954. The 47,262 dwelling units (including Chicago) 
for which permits were taken out during 1954 were 16 percent over 1953, 38 per- 
cent over 1952, 39 percent over 1951, and 9 percent over 1950. 

The largest proportion of dwelling units continued to be built in the metro- 
politan area outside of Chicago in which 34,159 units or 72 percent of all units 
were authorized. In the 1920’s 1 out of every 4 new units was built in the 
outlying areas of the 6-county Chicago metropolitan area. In the 1950’s the 
ratio has been approximately 3 out of every 4. 

Home ownership type or single-family houses continued to dominate new 
residential construction during 1954. Nearly 98 percent of the 34,159 units for 
which permits were taken out were home-ownership-type units. The number 
of single-family units in 1954 were 20 percent over 1953, 49 percent over 1952, 60 
percent over 1951, and 38 percent over 1950. 

Rental-type or multifamily units continued at about the same level of former 
years, but have made up a declining proportion of new residential construction 
since 1950. The 930 rental-type units in 1954 were about equivalent to the 
number of such units in 1953 and 1952 but about 40 percent under 1951 and 1950. 
Residential construction in the suburban towns was at an all-time high and made 
up the largest proportion of units added to the Metropolitan Area inventory. 
The 26,025 units for which permits were taken out in suburban towns were 
20 percent above 1953, 42 percent above 1952, 48 percent above 1951, and 24 
percent above 1950. 

An increasing number of new single-family houses was built in the unincor- 
porated areas. The 8,134 units for which permits were taken out in 1954 were 
16, 61, 71, and 69 percent above 1953, 1952, 1951, and 1950. 


RESIDENTIAL CONSTRUCTION IN THE CENTRAL AREA OF THE CITY OF CHICAGO, 1954 


A marked increase in the volume of construction of single-family houses oc- 
curred in the central areas of Chicago in 1954. Permits were taken out for 
337 single-family or home-ownership-type units in the area bounded by Irving 
Park Road on the north, Pulaski Road on the west, 63d Street on the south, 
and Lake Michigan on the east. 

While the volume is still small, the number of new single-family units in 
1954 in the central area represented a 56 percent increase over the 1951-53 
annual rate in the area. For the city as a whole, the number of single-family 
houses for which permits were taken out in 1954 represented a 15-percent in- 
crease over the 1951-53 average. About 4 percent of new single-family houses 
in 1954 were built in the central area as delineated above. 

New single-family house construction has taken place by building on vacant 
lots scattered throughout the central area rather than on land cleared of former 
structures. 

About 52 percent of new multifamily units in the city in 1954 were built in 
the central area, which represented an increase over the proportion (38 percent) 
of new multifamily units built in the area in the period 1951-53. This increase 
has been brought about by the increase in permits taken out for public housing 
units. New private multifamily units have averaged about 500 units each year 
since 1951, the bulk of which have been concentrated along Lake Michigan, 
primarily on the North Side. 

About two-thirds of the new multifamily units built in the central areas since 
1951 have ben built upon land cleared by agencies engaged in redevelopment. 
These redevelopment multifamily units comprise almost one-third of all multi- 
family units built in the city since 1951. 

Creating units by conversion has been an important means of adding units 
to the housing inventory of the largely built-up central area. Conversions for 
which permits were taken out in the period 1951-53 made up 27 percent of all 
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types of permit units added in the central area. From the standpoint of the 
city as a whole, almost two-thirds (60 percent) of all converted units were to 
be found in the central area in the period 1951-53. 

A decline in the number of conversions in Chicago, begun in 1952, continued in 
1954. The 453 conversions in 1954 were 62 percent below the 1951-53 average. 
In the central area, the 220 conversions in 1954 represented a decline of over 
two-thirds (69 percent) from the 1951-53 average. As a result the proportion 
of conversions occurring in the central area to the city total declined in 1954 
to 49 percent. 

Among the factors influencing the number and location of conversions, the 
effect of the recent change in Chicago’s zoning ordinance requiring additional 
off-street parking sites for units added by conversion should be noted. In 
built-up areas of high lot coverage, conversions are limited by available land 
for parking. 

NONFARM DWELLING UNITS, UNITED STATES 


The preliminary estimate by the Bureau of Labor Statistics of new permanent 
nonfarm dwelling units started in the United States in 1954 indicates a volume 
of residential construction second only to 1950 in the postwar years. The 
1,215,500 units started in 1954 were 10, 8, and 20 percent over 1953, 1952, and 
1951, but 13 percent under 1950. 


TABLE 1—Number and percentage distribution of dwelling wnit authorizations 
in Chicago and the metropolitan area, 1920-54 


Units by type of area 


Total Metropolitan area excluding Chicago 
tro- = eeree Seen s oe eee ae ee = 
Year os om City of Chicago 
area Total Suburban towns | Unincorporated 


areas 


Number | Number |Percent| Number |Percent| Number |Percent) Number | Percent 











1920 3, 003 ems ol 

1921 12, 252 69 5, 429 31 

1922 24, 227 75 8, 221 25 

1923 33, 539 74 11, 532 26 

1924 35, 905 73 13, 331 27 

1925 39, 510 73 14, 560 27 

1926 41, 416 75 13, 669 25 

1927 41, 201 7 14, 259 26 

1928 34, 447 73 12, 491 27 

1929 18, 837 7 6, 583 26 

1930 2, 741 60 1, 791 40 

1931 966 54 811 46 

1932 221 48 244 52 

1933 131 45 162 55 

1934 193 5 237 55 

1935 420 37 720 63 

1936 3, 059 64 1, 698 36 

1937 1, 278 38 2,110 62 

1938 1, 840 42 2, 554 58 

1939 4, 797 54 4, 028 46 gctinke 

1940 3, 319 30 7, 561 70 5, 892 55 1, 669 15 
1941 5, 403 32 11, 442 68 8,017 48 3, 425 20 
1942 43 5, 940 57 3, 833 37 2, 107 20 
1943 54 3, 066 46 2, 190 33 876 13 
1944 59 3, 554 41 2, 600 30 954 11 
1945 48 5,77 52 4, 372 39 1, 399 13 
1946 32 12, 233 658 8,612 48 3, 621 20 
1947 24 18, 776 76 11, 463 46 7,313 | 30 
1948 27 16, 577 73 11, 029 49 5, 548 24 
1949 35 17, 963 65 13, 330 48 4, 633 17 
1950 41 25, 746 59 20, 933 48 4,813 11 
1951 5 34 22, 379 66 | 217,619 52 4, 760 14 
1952 34, 150 32 23, 314 68 18, 268 53 5, 046 15 
1953 40, 570 29 28, 735 71 21, 723 54 7,012 17 
1954 47, 262 13, 103 28 34, 159 72 26, 025 55 8, 134 17 


1 Includes 253 units for Twin Towers project; no permit required. 


2 Includes 780 units for Forrestal Village; no permit required. 


‘hicago. 


Source: Chicago Plan Commission; Bell Savings & Loan Association; Department of Buildings, City of 
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TABLE 2.—Number and percent of new dwelling units, by type of structure and 


ownership, city of Chicago, 1920-54 








Type of structure 
Year Total Single family M oe : P 
eat number Single family ultifamily rivate 

| Number |Percent| Number |Percent| Number | Percent 
1920__ | 3, 003 2,072 69 931 31 100 
1921 | 12, 252 4, 638 38 7,614 62 100 
1922__. | 24, 227 6, 152 25 18, 075 75 100 
1923__- | 33, 539 | 7, 808 23 25, 731 77 100 
1924___- | 35, 905 | 8, 527 24 | 27, 378 76 100 
1925_-_-- | 39, 510 | 9, 149 | 23 30, 361 77 39, 510 100 
ae | 41, 416 7,305 | 18 34, 111 82 41,416 100 
1927__- | 41, 201 | 5, 604 | 14 35, 597 86 41, 201 100 
1928 __ 34, 447 | 4, 209 12} 30,238 88 34, 447 100 
1929___- ol 18, 837 | 2, 804 15 16, 033 85 18, 837 100 
1930 2, 741 1, 066 39 1,675 61 2, 741 100 
1931 ‘ | 966 603 62 363 38 966 100 
1932 , 221 178 81 | 43 19 221 100 
1933__- 131 108 82 | 23 18 131 100 
1934__- 193 136 70 57 30 193 100 
1935 420 332 79 88 21 420 100 
1936 3, 059 810 26 2, 249 74 S84 29 
1937 1, 278 | 839 | 66 439 34 1,110 87 
1938 1,840 1, 368 74 472 26 1, 840 100 
1939 4, 797 2, 285 48 2, 512 52 3, 129 65 
1940___ 3, 319 3, 087 | 93 | 232 7 3, 319 100 
1941 5, 403 | 4, 426 82 | 977 18 4,817 89 
1942 4, 456 1,856 42 2, 600 58 3, 288 74 
1943 3, 539 1, 247 35 | 2, 292 65 2, 039 58 
1944___ 5, 090 2, 610 51 2, 480 49 4, 840 95 
1945 5, 359 3, 672 69 1, 687 31 4, 687 87 
1946__ 5,815 | 4, 283 74 1, 532 26 5,815 100 
1947__. 5, 968 | 3, 986 67 1, 982 33 5, 968 100 
1948 6, 079 4,425 73 1, 654 27 6, 079 100 
1949 9,813 | 4,944 50 4, 869 50 &, 755 89 
1950__ | 17, 607 | 8, 182 46 9, 425 54 | 17, 034 97 
1951 11, 591 6, 640 57 4, 951 43 11, 045 95 
1952 10, 836 | 6, 096 56 4, 740 | 44 19, 563 88 
1953__. P 11,835 8, 254 | 70 | 3, 581 30 10, 592 89 
1954___ 13, 103 | 8, 205 63 | 4,898 37 11, 272 86 





1 Includes 318 units at 60th and Langley; Chicago Dwellings Association. 


Sources: Chicago Plan Commission and Department of Buildings, city of Chicago. 


Total, all dwelling units 


Month cass — 
1954 1953 1952 

Total. : 13, 103 11, 835 10, 836 
January - 1, 397 365 716 
February 552 1, 207 542 
March ‘ 932 870 1,416 
April 1, 100 1, 420 1,127 
May 1, 592 951 R59 
June... 1, 261 1, 358 878 
July 873 1,372 995 
August 1, 121 1, 076 624 
September _- 1, O88 895 1,113 
October _ 1, 432 880 $29 
November... 957 571 1, 369 
December. , 798 870 368 


1 Includes 253 units for Twin Towers, constructed on Federal property, for which no permit is required 
pro} 


and which do not appear in the monthly figures. 


Source: Department of Buildings, city of Chicago. 


Ownership 


TABLE 3.—Dwelling unit permits, by months, city of Chicago, 1950-54 
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Number | Percent 


















































2,175 71 
168 13 
1, 668 35 
586 1] 
1, 168 26 
1, 500 42 
250 5 
672 13 
1, 058 1] 
573 5 
546 
1, 273 12 
1, 243 1] 
1,831 14 


1951 1950 

111, 591 17, 607 
798 1, 640 
613 957 
763 870 
816 2, 363 
2,177 1, 371 
1, 261 2,475 
762 2, 031 

1, 036 2,173 
916 743 

1, 205 , 256 
419 664 
572 1, 064 
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TaBLe 4.—Permits for new single-family, new multifamily, and conversion units, 
by month, city of Chicago, 1950-54 














ae ee a — en ee Units added through 
New single-family units New multifamily units con versine, 

Month me. eee: Oe eee a ae ee 

1954 | 1953 | 1952 | 1951 | 1950 | 1954 1953 | 1952 |1951 1| 1950 |1954!1953| 1952 | 1951 | 1950 

| 

a. ae ee ee ana: Nee ane ee RE Gs A To —. Wee aay ——e ares 
Total -- . 8, 205|8, 254/6, 0906/6, 640! 8, 182/4, 445/2, 761/3, 4963, 412'8, 136, 453) 820/1, 244/1, 539| 1, 289 
January...............| 387| 21! 302} 379] 346, 946/ 201 255 237/1,219 94) 45| 150) 182) 75 
February ___- ..| 460} 566! 357| 355) 525) 45| 417| 35! 102! (357; 47| 224) 150! 156| 7! 
March...-_- Sainaie 803) 736) 788) 529; 622) 100) 59) 526 58 179) 29) 75) 102) 176 69 
| Se ae 952| 792) 667| 539) 827; 106) 553) 334 77\1, 393) 42; 75) 126) 200) 143 
May. = a 851| 755| 567) 692) 883) 704| 152) 178)1,223) 363) 37| 44| 114) 262) 125 
aes ----| 751) 943) 479) 727) 991) 487; 365) 273) 383)/1,417| 23 50) 126) 151 67 
ee ---| 715) 751) 398) 545/1,001; 139) 526) 465 83) 973 19) 95) 132! 134) 57 
August... -_- ..-.-------| 888} 800) 394) 860)1, 105 202| 209, 147) 109) 925) 31) 67; 8 67| 143 
September 786| 795) 967) 723) 450) 290! 67 90; 136; 219) 12) 33) 56 57) 7 
October pid signin ..-| 614} 699) 562) 676) 562) 782| 158) 183) 389) 597) 36; 23) 84/ 140) 97 
November ------ ...| 489) 466, 364) 376) 466, 446) 38, 953) 29 88; 22) 67 52; 14) 110 
December - - - - - ex 539) 660) ~ 239' 404 198) — 57| 333) 406! 61 22; 60j-.-..-- | 254 


| | | | | | | | 





1 Includes 253 units for Twin Towers, on Federal property, for which no permit was required and which 
do not appear in monthly figures. 


Source: Department of Buildings, City of Chicago. 


TABLE 5.—Dwelling-unit permits in suburban towns and unincorporated areas, 
by month, Chicago metropolitan area, 1950-54 





All dwelling units 


























' 
Month | Suburban towns | Unincorporated areas 
| } | | | | 
| 1954 1953 1952 | 1951 ! | 1950 1954 st | 1953 1952 | | 1951 | 1950 
} | | 
S| ee ; | 26,025 | 21, 723 | 18, 268 } 17, 619 | 20, 933 | 8,134 | 7,012 | 5,046 | 4, 760 | 4,813 
| | | 
January__....___- __..... 933] 919] 647] 985| 713| 308| 194 180 | 103 
February.............---| 1,353 | 1,088 | 1,339 | 833 | 928] 441 239 | 280 230 | 182 141 
aes zn -| 1,920 2, 194 ry 779 1, 475 | 1, 703 833 7 364 | 366 | 253 
<a. ------| 2,886 | 2,524] 2, 215 | 1,535} 1,884] 684| 661 528 | 372| 387 
ES Et Ree _..| 2,906 2, 488 1,814 1,654) 2, 709 686 589 | 560] 6553 724 
aa anuenl. aan. ee 1, 616 | 1, 813 2, 599 YS4 764 | 534 | 5622 642 
EE ee! ef Ee 1,710 | 1,458 2, 200 781 57! 513 672 474 
Se Cae 2, 589 2, 102 1,739 | 1,689 | 2,440 990 626 | 472; 479); 810 
Ea 1, 562 1,762 | 1,968 1, 851 778 | 1,086 569 541 | 412 
(SRR Ee | 2,416 2, 297 1,698 | 1,581 | 1,672 585 | 811) 566 454 | 436 
SS EIEIEEEIE* 2,619 | 1,625 | 1,077 | 966 1,587 | 661; 479; 316) 276| 250 
CN EES 1, 634 | 878 | 872 982 647 503 | 261 |; 169 | 163 | 181 
i | 





! Includes 780 units for Forrestal Village, on Federal property, for which no permit was required. Not 
included in monthly figures. 


Source: Bell Savings & Loan Association. 


SOURCE: DEPART ME-~- ----4 
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TABLE 6.—Dwelling unit permits in suburban towns and unincorporated areas 
by type of structure, by month, Chicago metropolitan area, 1950-54 





Type of structure and year 








| New single-family units 

a: at ok New multifamily units,! 

Month | suburban towns 
Suburban towns Unincorporated areas 









































| 
1954 | 1953 | 1952 | 1951 | 1950 howe 1953 | 1952 | 1961 1950 1954 slios2 19512) 1950 
Se ee a a eel eee ae ——— a eee ee 
| we | 

Tiel. 225. 25, 099/20, 798/17, 346] 15, 983|19, 349)8, 130|7, 006|5, 03447 754|4, 809) 926) bt 922|1, 636)1, 584 
January -- --..--- 925} 909) 637) 819 641/308 308] 194/ 225| 180 103! 8} 10) 10 66; 72 
February .......--- 1,303) 996) 1,274) 812) 874) 441 239) 230} 182} 141) 50| 92) 65) 21) 54 
Meee... -| 1,855] 2,141} 1,695] 1,421) 1,614] 833] 726] 364| 366) 249) 65) 53| 84) 54) 89 
fae eS 2, 810} 2,467) 2, 104 1, 519| 1,792) 682 661| 528} 372] 387| 76] 57| 111] 16} 92 
| ARSE Ra 2,791| 2,446] 1,693 1, 590| 2,496) 686 585) 560) 551) 724) 115) 42) 121) 64) 213 
Wibaccaxcesey 2, 242| 1, 961) 1,529) 1, 582) 2,200) 982) 764) 534) 522) 642) 202) 63) 87| 231) 399 
A Re 2, 102| 1,909} 1,599) 1,398] 1,941| 781| 576| 501| 672| 474) 66| 113] 111) 60| 259 
pe SE 2, 524) 2,005) 1,661) 1,640) 2,402) 990) 626) 472) 479) 810) 65) 97) 78) 49) 38 
September-.--_----- 2, 094| 1,471] 1,638) 1,786] 1,831] 773/1,086} 569] 541; 412) 63) 91| 124) 182) 20 
en ere 2, 354| 2,076) 1,633} 1,551] 1,579) 585) 809) 566) 450) 436) 62/ 221) 65) 30) 93 
November. -------- 2, 503} 1,575) 1,061! 904) 1, 425 61 479} 316] 276} 250) 116} 50} 16! 62| 162 
December. .-.....--| 1,596} 842) 822} 961) 554) 503) 261] 169} 163) 181) 38] 36) 50/ 21; 93 











| | | | 1 { | 





1A few new multifamily units have been built in the unincorporated areas: 1954, 4 units; 1953, 6 units; 
1952, 12 units; 1951, 6 units; and 1950, 4 units. 


2 780 units for Forrestal Village, on Federal property, for which no permit was required, are included in 
total but not in monthly figures. 


Source: Bell Savings & Loan Association. 


TABLE 7.—Number of structures and estimated number of dwelling units de- 
molished, all types of structures, by month, city of Chicago, 1950 through 1954 



































Number of permits Estimated number of dwelling units 
Month . 7 — 

1954 | 1953 | 1952 | 1951 | 1950 | 1954 | 1953 1952 | 1951 | 1950 

BSP fe re polit | 

UAE P EEE ARO 498 | 301! 572| 742| 740 | 1,494 | 1,173] 1,716 | 2,226] 2,220 
—_—_ —_ | —_——_ | ——___ hake SS —————— —E 
rr el et ae aS 36 | 53| 70! 37| 49] 108| 1859 20} 111 147 
pS EEE SE 25 40 | 41| 74] 40 75| 120 123 22 120 
1 ea aS res: 32 50} 48] 47] 39 96 150 144 142 116 
Popa Ba eae oi Sali 70 27 30} 55] 45 210 81 90; 165 135 
MRMIRS 2x thoes eee 28 35 65 | 95 48 84 105 195 285 144 
SES SE 52] 24) 71] 48] 55) 156] 72) 212 144 165 
July-- REE Sa ree 40 31 671 2% | @B 120 | 93 201 227 69 
pe a Pes 21| 15| 21] 97| 69| 63 45 63 | 291 207 
September-__.___- CRC 3} 27| @|-@] 150 39 81 125 144 
ei ee 48 20; 67) 49] 60 144 60 201 148 180 
November. ........--- zene 55 15] 4) $3 101 | 165 45 120 | 246 303 
December... -_- Se eS 4} 68 | 25] 40] 163 | 123 204 75 120 490 





Source: Department of buildings, city of Chicago. 
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TABLE 8.—Number of structures and estimated number of dwelling units 


demolished, 


<< 


city of Chicago, 1930 through 


1954 


| 
| ' 


Estimated Estimated 

aes Number of | number of Year Number of | number of 

structures | dwelling ‘ structures | dwelling 

units ! | units! 
1930__ : 1, O81 3, 243 |} 1943. 279 837 
1931 1, 093 3, 279 || 1944. i 176 528 
1932 919 2,757 || 1945 130 390 
19033... 1, 060 3, 180 1946 _ __ 2 td 192 
1934 ‘ 1, 541 | 4,623 || 1947_._- ‘ alow 79 2341 
1935_. , 1,607 | 4,821 || 1948.._._- 4 267 801 
1936_... ‘ 1, 945 5,835 || 1949___._- — 473 1, 419 
ee ps Sie 1, 342 | 4,026 || 1950.___- } 740 2, 220 
1938 : 1, 004 3,012 || 1951__.. 742 2, 226 
1939 ¥ 587 | 1,761 || 1952___- 72 1,716 
1940 : 532 1, 596 || 1953__-_- : 391 1,173 
1941 _ ‘ 666 | 1,998 || 1954 : ; ‘ 498 1, 494 
1942___ 621 | 1, 863 | 





!A permit is not required for the demolition of 1-story buildings, and data for such structures are in- 
eluded only if reported to the building department by a building inspector or police officer who observes 
the demolition. For structures of more than 1 story, for which demolition permits are required, the Chicago 
land use survey reports show that there are an average of 2.77 dwelling units for each structure in the blighted 
area. For estimating the number of dwelling units contained in demolished structures, the average of 
dwelling units per structure is increased to 3 to include 1-story buildings not reported in the column 
‘Number of structures.”’ 

4 Actual count made by department of buildings, city of Chicago. 


Source: Data through 1945 from Table 48: Housing Goals for Chicago, published by the Chicago Plan 
Commission, 1946. Data since 1946 from the department of buildings, city of Chicago. 


TABLE 9.—Residential construction in major public and private redevelopment 
and development projects, city of Chicago, 1950 through 1954 


Authorized dwelling units 
Agency or institution ‘meen tas ——— = es Pe 














1954 | 1953 1952 1951 1950 
| ree --| 1,950| 1,387] 2,232 712 | 573 
Chicago Housing Authority. __-- aR Koreas ae 1, 831 | 1, 243 | 1, 273 | 546 573 
New York Life Insurance Co. (Chicago Land Clear- | 
ance Commission) ---- an nk lie = 119 | 476 
Chicago Dwellings Association - - - - ee 318 | 
I}linois Institute of Technology-----.-.-------- 144 196 | SEES, BS “ 
Medical center district “ 69 | 166 | 
University of Ilinois_--.. ep a s he eben . 2145 | 
Presbyterian Hospital_-.---- oe 369 +2 | 
Cook County Hospital _- ahaa inn . - 519 | 





! 336 apartment and dormitory units were completed on the campus prior to 1950. 


2 In addition, 412 dormitory units were started during 1951. 
+ In addition to 69 dwelling units, the professional staff residence contains 11 dormitory rooms. 
4 In addition to containing 2 apartments, this nurses’ residence contains 300 dormitory rooms, 
5 In addition to 19 apartments, the Karl Meyer residence contains 317 dormitory rooms, 
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TABLE 10.—Consumer price index (all items) and rent index component, Chicago, 
1914 to September 1954 
[1947-49100] 


Consumer price index || Consumer price index 





Year or month | Year or month 

All items | Rent index | Allitems | Rent index 
index component || index component 
an se eee 42.7 | 69.0 || 1987____- 60.5 75.0 
1915_ __. seen ane 43.1 | 69.0 || 1988 59. 6 80. 6 
(Seay See 46. 6 69.2 || 1939 58. 6 81.7 
0 Ee a2 tia 55. 1 | 69.7 || 1940- 59. 1 | 81.8 
: aa 63.9 | 70.4 || 1941 62. 1 | 83.3 
1919___- ; an 73.9 | 74.90%) 142. ...... 68.3 | 86. 0 
1920. Bie a 85. 0 | 92.9 || 1943___. 72.1 86. 3 
aR a 76.9 | 120.6 || 1944 73.3 86. 5 
. See mel 72.9 | 128.7 || 1945 74. 8 86.7 
RS ae ee 74.6 | 132.2 || 1946 81.4 87.4 
{ _ eS eee, 75.9 | 139.1 |} 1947____. 94.5 92. 4 
3 1925 LS  aagte ns. 77.9 | 141.6 || 1948______- Fs Lee 102. 8 | 101. 0 
P 1926. : 3 es. 78. 3 | il ee i Seas 102. 7 106. 6 
H 1927. eee 76.7 | 133. 4 || 1950. 103. 8 109. 2 
3 1928___. =e ; 75. 6 | 128.7 || 1951_ as 111.9 113.3 
} 1929. __- : oka’ 75. 5 124.2 || 1952. 111.4 117.9 

: 1930 7 eee 73. 6 19:3 i) MGs... .-.. 115.4 (1) 
; SS aeaet 66.8 112.8 March 113.8 | 123. 5 
MN ccccassccess : 58.5 | 95. 5 September 116. 6 135. 5 

' 1933 Bea 3 ee 53.8 | PN ieee cicsee niin 117.2 (1) 
: 1934. ; - aaa 54.7 | 69. 1 March ‘ : 116.7 138. 9 
AS SS Se ; 57.1 | 68. 7 September 117: 4 145.5 

1936. _ 2 ee 57.8 | 70. 5 
' 





1 Not available. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, and Monthly Labor Review, Chicago, 
I}]., series A-5 and series D-5. 
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TABLE 11.—Marriage licenses issued in Cook County, number of births and deaths 
occurring in Chicago, and population counts or estimates for Chicago, 1920-54 

















| | 
Marriage | | 
licenses! |Live births?| Deaths oc- | Excess of negutations 
Year issued in occurring curring? | births over Pay , 
| Cook | in Chicago | in Chicago| deaths caiticten 

County 2 
1920... a 42, 503 | 50, 303 34, 841 | 15,462 | 2, 701, 705 
“ae 3a as : 38, 190 | 56, 543 30, 819 | 25, 724 2, 820, 002 
1922... IIT §< ot 38, 094 | 56, 724 31, 700 | 25,024 | 2,901, 507 
1923. 43, 119 | 55, 935 33, 771 | 3 Wet 3, 010, 850 
1924. _- shes : Scone 42, 299 58, 900 32, 918 | 25,982 | 3, 155, 843 
1925. a 40, 877 | 59, 639 34, 318 | 25,321 | 3, 263, 196 
1926..._- Besides LES 42, 323 | 60, 200 35, 623 | 24,577 | 3, 296, 679 
1927__- Str is 40, 688 | 60, 888 35, 758 25,130 | 3, 402, 296 
1928 __ - 40, 570 | 59, 016 39, 562 20, 454 3, 397, 067 
1929... pal 6 ao wes ‘ 43,066 | 58, 800 37,279 | 21,521 | 3, 372, 936 
1930 cel 37, 181 | 58, 083 35, 315 | ‘ 3, 376, 438 
1931. ot eee 32, 093 | 52, 993 36, 083 | 16,910 | 3,341,913 
ine... a PRE Sips thee 27,071 | 49, 258 34, 362 | 14,896 | 3, 236, 913 
1933__- Nets 33, 732 | 46, 655 34, 800 | 11,855 | 3, 200, 000 
1934 ee : pea TIS 41, 754 | 47, 955 36, 282 | 11,673 | 3, 259, 000 
1935 oawe ea 40, 903 49, 425 35, 411 | 14,014 | 3, 290, 000 
1936 : Beas BPA a 2 43,775 | 47, 939 38, 003 | 9, 936 3, 325, 000 
a wo | SSR) eR ee) eel cee 
1939. _. PE Le 2 A 35, 113 | 48, 909 35, 931 | 12,978 | 3,370,000 
1940 _- ; io Mit 44, 126 | 50, 931 36, 310"| 14,621 | 3, 396, 808 
1941..____- : : RAS = 48, 317 55, 300 35, 474 19, 826 | 3, 420, 000 
| RR RNS RoteRINE Reser 2 45,771 | 68, 543 36,486 | 32,057 |....-...-..- 
1943__- : oe. ates 40, 998 66, 972 38, 150 | 28, 892 |... 
1944___. bs es teed dee eae 38, 869 | 59, 467 | 36, 677 | 92: 700 |...... i 
1945 43, 573 59, 406 | 38, 068 | 21, 338 |_- 
1946 ‘chia 66,622 |  73,925| 37,281 | 36,644 |__---- 
1947... tig 60, 684 | 82, 690 | 39, 154 | 43, 536 |-------_. 
1948 56, 814 77, 434 37, 878 39, 556 |... 
1949 49, 552 | 78, 565 | 37, 782 40, 773 |_. , 
1950 50, 285 | 78, 624 | 37, 279 | 41,345 | 3, 620, 962 
1951_. 46, 950 | 79, 612 | 36, 835 | 42,777 |--- 
1952... : 43, 438 | 83, 029 | 37, 569 | ee Re eee 
1953 rg ; 43, 475 81, 552 | 38, 466 43, 086 | 
1954. sails pile 41,819 | 489,029| 837,000; 52,020 |-___- 
1955- ‘ - eee 


Sbschawerion mal 5 3, 789, 000 





1920-41, Population Facts for Planning Chicago, table 15, Chicago Plan Commission, February 1942 ; 


1942 to date, county clerk of Cook County. 

2 Years 1920-41, table 14B, Population Facts for Planning Chicago, Chicago Plan Commission, February 
1942: 1942-49, Vital Statistics of the United States, pt. I, Federal Security Agency Public Health Service 
Office of Vital Statisties, general table No. 1; 1950, ibid., vol. Il, Department of Health, Education, and 
Welfare; 1951-53, Yearly Summary of Monthly Vital Statistics Reports, Department of Health, Education, 
ind Welfare; 1954, board of health, city of Chicago. 

1920-41, Population Facts for Planning Chicago, table 27, Chicago Plan Commission, February 1942; 
1950, United States census of population. 

4 Provisional. 

5 Donald J. Bogue, An Estimate of Metropolitan Chicago’s Future Population: 1955 to 1965 (medium 
estimate), Chicago Community Inventory, University of Chicago and Scripps Foundation, Miami Uni- 
versity (Ohio), a report to the Chicago Plan Commission and the office of the housing and redevelopment 
cordinator, Feb. 2, 1955. 
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INVESTIGATION OF HOUSING, 1955 








TABLE 12-A.—Total private nonfarm employment, by month, Chicago 


metropolitan area, 1952 through 1954 


[In thousands] 











Month | 1954 1953 

January - - --- aSeacednenaneunaees de 2, 263. 0 2, 308. 6 
PORRIG . S ccdcctenccddsancbubaemdannkeadtuakuach 2, 244. 2 2, 312.7 
March_- shésiiheape ee eee eee di his thin pint 2, 235. 4 2, 330. 0 | 
ROT < cvideenngdates ee er 2, 242. 6 2, 340. 6 
May : 2, 232. 2 2, 347.0 
June__-- aes 3 pele den Reee cate 2, 240. 1 2, 360. 6 
} ees ae ‘ el nibbling & Side ats Wee ike, 2, 213.3 2, 341.0 
August. - - ; sche 2, 228. 1 2, 353. 1 
September itu anata ien : 2 2, 241.0 2, 358. 5 
October-__- ee 2, 238. 4 2, 360. 6 
November- - en Skee cadens ‘ e 2, 247.8 2, 349. 1 
DIOCCIIIE  c.cnisscecends : ae 2, 260. 7 2, 337. 4 

Annual average - - ---- Pie wd 1 2, 240. 6 2, 341.6 

| Provisional. 


Src 


ee ee hoe ow) 


— 


< 


) 


Source: Employment, Hours and Earnings, State of Illinois Department of Labor (in cooperation with the 


U.S. Bureau of Labor Statistics). 


TABLE 12-B.—Total contract construction employment, by month, Chicago 


metropolitan area, 1952 through 1954 


{In thousands] 





Month 1954 1953 

Lo, PRES EEE Le SUES ESE rates lL : 95. 8 96. 2 
February - ---- aS : Tomales 93.5 95.1 
ee RSE Fee 0 eee bs Lis Sea ae 97.9 98.4 
eS eee i ae poets 105.0 106.7 
OS ee a SS aa ee See 108. 3 110.0 
June. eer he 12.35 tite dkhed 110.1 114.0 
July_. AR REES ER ERE ORG ‘ es a + 115.4 117.6 
I a 116.1 117.0 
September-- ag els Ibe ees aan ae 4 112.7 113. 2 
ERE ae SESS. SaaS Ee 110.3 113.9 
ee ae ae re ae er saeees Sa ‘ 109. 8 109.3 | 
Deceminer.....x<--+.++- aa ebeedenp nea meei a 103. 1 104. 1 | 

Annual average------ eae Ee ae : 1106.5 108.0 





! Provisional. 


wor 31 4 


<< 


Source: Employment, Hours and Earnings, State of Illinois Department of Labor (in cooperation with the 


U. 8. Bureau of Labor Statistics). 


TABLE 13.—Number and percent of vacant dwelling units,'city of Chicago, 


selected years, 1934 to 1950 








| 
| Number | 
Year | of vacan- | pate wery Source of data 
| cies re 
= | Pe ah Se 
| 
ee ee eT ae 8.0 | Civil Works Administration Census. 
1939 RS REAR AR A SS | 42,400 | 4.3 | Chicago Land Use Survey. 
Cae ns tt | 39,759 | 4.0 | U. 8. Bureau of the Census. 
RUGe TOE. o caxcicounce 13, 000 1.3 | Works Progress Administration Survey (sample survey). 
lk” | ee 9, 625 .7 | U. 8. Bureau of the Census (sample survey). 
1950 (April)........._..- | 18,861 | 1.7 
| 


.7 | U. 8. Bureau of the Census. 





Sources: For 1934 and 1939: Residential Chicago, vol. I, the Chicago Land Use Survey, p. 259. 


For 1940, 1947, and 1950: U. S. Bureau of the Census publications. Population and Housing, Chicago. 
Ill., 1940, table 4. Housing Characteristics of the Chicago, Ul. Metropolitan District, April 1947, table I 


Illinois, General Characteristics, bulletin H-A13, table 17, p. 20. 


For 1942, Works Progress Administration Survey, Housing Goals for Chicago, Chicago Plan Commission, 


table 4A, p. 217. 
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Mr. Rains. General, as you went down, I thought we had a lot of 
questions, but I will have to say you answered most of mine. 

It is a very factual statement, and I wish more of the witnesses 
would give us specific recommendations as you have done and specific 
conclusions. 

That is one of the best statements that has been presented to the 
committee, and we appreciate it very much. 

General Kran. Thank you, Mr. Chairman. 

Mr. Rains. Any questions? 

Mr. Tauxe. General, may I refer to your statement on page 3, the 
second paragraph ? 

You point out there that according to the 1950 census 23 percent 
of the dwelling in Chicago were substandard. 

What are the criteria used in determining whether a dwelling is 
standard or substandard ? 

General Kean. I believe primarily that it is because they do not 
meet the city ordinances, but I also believe that the census itself has 
its own criteria. I am sorry, but I could not answer the latter 
question. 

Mr. Taiz. Another question: On page 5, about the middle of the 
page, you point out that according to the 1950 census almost 30 per- 
cent of the families in Chicago had an annual income of less than 
$3,000. How does that compare with the condition in the other large 
cities ¢ 

General Kean. I am informed that the national average is lower 
than that. I cannot answer how the city of Chicago compares with 
other metropolitan areas. 

Mr. Tatue. What in your mind is the reason for this fact as pointed 
out in the census of 1950? 

Mr. Downs. May I answer that? 

Do you mean the reason for Chicago’s income being at this level ¢ 

I think this was typical of the national income structure at that 
time, which has, of course, increased appreciably in the 5 years 
between 1950 and the present time. The fact that there were a lot 
of low-income people was due to the fact that the Chicago economy 
employs a lot of the unskilled workers who are at the lowest end of 
the income scale. 

As I say, the dollar volumes of income have increased appreciably 
since 1950 and in 1955 are substantially higher than this. 

I might refer to the answer to your enone question, too. 

The census figures with respect to substandardness indicate the ab- 
sence of one or more of the criteria of complete standardness, which 
might be private toilet or bath with an individual unit; it might be 
dilapidation of the physical structure. 

I think also since 1950 there has been an appreciable betterment of 
the physical condition of units in Chicago. 

Mr. Tauie. Mr. Downs, in the light of the position you hold, Chi- 
cago, as a great metropolitan area, involves three States, beginning 
in Indiana, cutting through Illinois, and ending in Wisconsin. 

Does that fact complicate your activities, or is your work confined 
to Cook County ? 

Mr. Downs. I think as a housing analyst in my own private af- 
fairs we cannot consider the Chicago political subdivision as a self- 
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contained housing market. The housing market is the housing market 
of metropolitan Chicago because the average housing consumer doesn’t 
differentiate in value and location as to whether he lives on one side 
of a border street or another. 

It is also true that because Chicage is at the core of the metropoli- 
tan center, that its proportion of low-income people is disproportion- 
ate to the entire metropolitan center itself. But this gives us one of 
our major problems because we must accommodate this core area of 
lower income people within the city of Chicago, since the higher 
income people, by a process of selectivity in some instances, go out 
to the suburban areas. 

Now, they also come back, as you will see in your visit in Chicago, 
of the very substantial high-income building program that is going 
on in the city. 

Mr. Tatix. Thank you. 

That is all. 

Mr. Ratns. Congressman Yates has a question. 

Mr. Yates. On page 3 you point out the number of substandard 
dwelling units as 250,000. You say during 1950-55 building permits 
were issued for less than 13,000 units a year. 

Do you happen to know the increase in population and the increase 
in marriages during that period which would show what the increased 
need for building was during the period ? 

While you are > computing ‘that, I want to say this is one of the finest 
statements I have ever seen as a member of the congressional com- 
mittee. I think it is entirely factual, pertinent, to the point, and it 
does furnish a lot of information that I find useful. 

General Kean. Thank you, sir. 

Mr. Rarns. Suppose that information be furnished for the record, 
if that is all riabh. 

Mr. Yares. Fine. 

Mr. Rarns. Any questions? 

Mr. O’Hara. I merely wish to join with the Chairman, Congress- 
man Yates, and my other colleagues, in saying it is one of the finest 
statements I have ever heard presented to a congressional subcom- 
mittee. 

Mr. Ratns. Mr. Barrett. 

Mr. Barrerr. Mr. Chairman, this is a very fine statement. 

I note on page 5, General, you state the problem of housing the 
aged, including elderly persons, should be solved. 

Of course you know your great Congressman, Barratt O'Hara, sup- 
ported by Congressman Sidney Yates, submitted a bill to include 
homes for the aged, and I offered a companion bill. Fortunately, 
this legislation passed both houses, but the conferees struck it out. 
[ was wonderi ing what help you might be able to give us for the basis 
of determining an aged person. You indicate here 65 years of age or 
over. 

The reason the conferees struck this out of the bill was because they 
felt a person at the age of 65 would be too young. How can we gage 
the age of an aged person acceptable for the purposes of this bill ? 
Perhaps he is like one of your Congressmen here who has reached 
that age, but is yet just a kid. 
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What would you say would be best for a bill for housing for these 
aged people ? 

General Kran. I don’t think I am any more qualified to answer 
that question than the Congressman is. However, I might say that 
we set up in one of our projects some time ago an experiment in 
which we moved in aged couples. To date that has not been completely 
evaluated. However, I would be very happy, when we get that study, 
to send it in to the chairman of your committee. 

Mr. Ratns. Thank you very much. 

Mr. Addonizio has one question. 

Mr. Apponiz1o. Geenral, in your public housing units, as I under- 
stand public housing, there is an income limitation for people to 
qualify. Do you have difficulty with individuals who reach a point 
in life where their individual boss or wherever they work has offered 
them a raise and these people in taking that raise find themselves 
over the income limitation? Do you have many cases like that where 
people are over the income limitation and are pressed for a place to 
move to and have to get out of public housing? 

General Kran. We generate each month within the total number 
of tenants a number of what we term excess income families. The 
last report I read, which was as of the last of October, we had ap- 
proximately 115 such families out of our almost 14,000 families. 

I would say that it averages about 4 to 5 months from the time we 
determine through the annual income review that they are excess in- 
come before the family actually moves. 

I would hazard that we generate each month probably about 40 
such families. 

Mr. Apponizio. Does your housing authority help them locate a 
place to move to or just what is the procedure? 

General Kean. No, primarily we do not. We have in some in- 
stances. 

Mr. Apponizio. Have you been forced to evict them if they don’t 
want to move? 

General Kean. We have in some instances, that is correct. 

You see, the income limit, there is a limit for entrance into or to be 
eligible for public housing. Then there is another limit which de- 
termines whether or not they remain in public housing. When that 
second higher limit is reached, they are declared excess income. 

Mr. Rains. General, on page 3 there is a statement at the bottom 
of the page in which you mention 13,000 new building permits per 
year, 1950-55. We would like for you to furnish for the record, if 
you can, the type of the majority of the permits, whether single hous- 
ing, multiple housing, so as to show what housing areas you may be 
making progress in. 

General Kran. I will do that, Mr. Chairman. 

Mr. Rains. Thank you, General, for appearing before our 
committee. 

General Kean. Thank you for the opportunity, sir. 
(Additional data submitted by General Kean follows :) 
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CHICAGO HOUSING Aurmoairy, 
Chicago, Ill., November 22, 1955. 
Hon. ALBERT RAINS, 
Chairman, Housing Subcommittee of the House Banking 
and Currency Committee, 
City Council Chambers, City Hall, Chicago, Ill. 

DEAR CONGRESSMAN RaINs: I wish to thank you for the opportunity to appear 
before the Housing Subcommittee and for the courtesy accorded me by you and 
the members of the subcommittee. 

The subcommittee requested information on rents and purchase prices of new 
housing in the Chicago area. Accordingly, I am enclosing herewith a copy of 
our latest completed 20 percent gap study—an annual study of prices of available 
housing, prepared for the eg 3 Housing Administration. While these data 
do not give complete coverage, the information in tables 6 and 7 may provide 
some indication as to prices in cies Chicago area. 

As I mentioned in my testimony before the committee, the Chicago Housing 
Authority is conducting an experimental program for old-age families in a 48- 
unit building in 1 of our city and State aided projects. The building is of 
elevator-type construction, containing twelve 2-bedroom units and thirty-six 
1-bedroom apartments; the latter are reserved primarily for old-age families. 
An evaluation of this experiment by the family study center of the University 
of Chicago is in process, but I am unable to estimate the completion date of the 
study as it is being conducted by an outside group. In the meantime, however, 
I am sending you the attached material on some of the characteristics of the 
old-age families occupying these units, which may be of interest to the subcom- 
mittee. 

Also requested were data on marriages in the Chicago area. For this informa- 
tion, may I refer you to table II, of the publication entitled “Residential Con- 
struction and Related Data; City of Chicago, Metropolitan Area: 1954,” 
prepared by the Office of the Housing and Redevelopment Coordinator of the 
City of Chicago. This table gives statistics on births and deaths occurring in 
Chicago, as well as marriage license data for Cook County for each year since 
1920. Copies of this publication were submitted to the subcommittee yesterday 
morning. 

If I can be of further assistance, pelase call on me at your pleasure. 

With kindest personal regards. 

Sincerely, 
W. B. KEAN, Executive Director. 


Chicago Housing Authority—Characteristics of 35 old-age occupants of the 
48-unit experimental building at Prairie Avenue Courts, June 30, 1955 


Household characteristics : Percent 
Age of head of family: distribution 
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Chicago Housing Authority—Characteristics of 35 old-age occupants of the 48- 
unit experimental building at Prairie Avenue Courts, June 30, 1955—Con. 


Household characteristics—Continued Percent 
Income: distribution 
Under $1,000 
$1,000 to $1,499 
$1,500 to $1,999 
$2,000 to $2,499 
$2,500 to $2,999 


Median income. 
Gross rent (includes all utilities) : 
Total - 


Under $25_ 
$25 to $29 
$30 to $3 
$35 to S39 
$40 to $44_ 
$45 to $49 
S50 to 


Median rent 


Government-sponsored assistance or benefits received: 
Total - 


None 
Public assistance” 7 ae 
Old-age and survivors insurance and other government benefits * 


* Rents charged welfare families according to agreement with disbursing agency. 
2 Includes old-age, blind, and general assistance. 
* Includes veterans’ benefits and Government pensions. 


Cur1caco Housine AUTHORITY, 
Chicago, Ill., December 19, 1955. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing of the Committee on Banking and 
Currency, House of Representatives, Washington, D. C. 

DrEAR Mr. Rains: At the time of the hearings of the Housing Subcommittee of 
the House Banking and Currency Committee in Chicago, we did not have avail- 
able a report covering a study of relocation of site residents to private housing. 

I am enclosing a copy of this report, which I believe may be of interest to you 
in considering the information you obtained during the course of your hearings. 

With kindest personal regards. 

Sincerely, 
W. B. Kean, Evrecutive Director. 


RELOCATION OF SITE RESIDENTS TO PRIVATE HOUSING—THE CHARACTER AND QUALITY 
OF DWELLINGS OBTAINED IN THE MOVEMENT FROM CHICAGO HOUSING AUTHORITY 
SLUM CLEARANCE SITES; 1952-1954 


Chicago Housing Authority—November 1955 
INTRODUCTION 


The purpose of this survey was to ascertain the extent of housing improve- 
ment for site residents relocated to private housing from Chicago Housing 
Authority clearance areas. Some improvement, of course, could be taken for 
granted, since they left the worst housing areas in the city. The level of better 
housing obtained may, however, have bearing on the future pace of clearance 
activities. 
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While the immediate function of this survey was to fulfill Public Housing 
Administration requirements, the data in the report may be of interest to indivi- 
duals and organizations concerned with the urban renewal process and its effect 
upon the community. The present survey covers the 2-year period from July 
1952 to June 1954. During this time, some 1,500 families and more than 700 
single persons moved from 7 sites into private dwellings in other locations. 
Almost all were nonwhite. 

An earlier CHA study covered the 4-year period beginning in 1948. When this 
survey was made in 1952, it was possible to obtain a sample of only 10 percent of 
the total families who moved to private dwellings. Since then, as the volume of 
relocation increased, better record techniques have been developed. As a result, 
it was possible to base the present survey on a sample much improved in size 
and cross-sectional representation. Including 332 cases, the sample contained 20 
percent of the total number of families. 

For 400 families relocated to public housing projects, conditions unquestionably 
improved. The bulk of all families from CHA sites, however, moved into private 
dwellings. For the city as a whole, more than 5,000 families and almost 2,000 
single persons from various redevelopment areas looked to the private market 
for housing during this period. In so doing, they faced restrictions and limita- 
tions which in the past have narrowed the choice for many to Chicago’s large 
residue of substandard housing. Meanwhile, the vacancy rate in the city for un- 
furnished apartments remained among the lowest of the Nation’s large cities. 

This is the setting in which the activities covered in this report took place. 
An inherent limitation to the general applicability of the findings of this survey 
lies in the character of the sample. The cases covered include all those for whom 
addresses were obtainable. While this may have weighted the sample with the 
more stable higher income families, the sample thus obtained still represents a 
relatively broad cross section of all family groups in the site populations. Also, 
in an effort to derive the maximum returns from the available addresses, a limited 
number of unrelated individuals (45, or 13.5 percent of the total) were included 
in the study. For convenience, the term “family” as used in the text of this 
report refers to unrelated individuals as well as to families of two or more related 
persons. 


SUMMARY 


Historically, the major additions to the supply of housing for nonwhite fami- 
lies in the city of Chicago have resulted from shifts from white to nonwhite 
occupancy. Following this general pattern, the movement of families from 
CHA slum sites to private relocation housing led to areas of recent racial 
succession. Two-thirds moved to areas which in 1950 reported a majority of 
white residents. In fact, 40 percent moved to locations where nonwhite occu- 
pants were less than 10 percent of the total in that year. 

On the south side, these areas centered in communities extending from Ken- 
wood and Hyde Park to Chatham and Roseland; on the west side, they extended 
to North Lawndale and East Garfield. This required moving distances of 3 to 
7 miles for more than a third of the relocated families. 

In the process, the displaced families obtained a level of housing well above 
that of the previous slums, including 15 percent who became property owners. 
In the sites, less than 20 percent lived in standard dwellings, and more than 70 
percent lived in dilapidated structures with stove heat. After relocation, two- 
thirds of the families lived in standard structures with hot water and central 
heating. 

As a result of better housing outside the central area of blight, the proportion 
of families relocated to acceptable housing was also substantially above CHA 
previous experience. On the other hand, evidence of extensive convrsions and 
doubling up continued as in the past with implications for future deterioration 
through overuse, in the absence of effective neighborhood control. 

The improved level of housing was reflected in the attitudes expressed by 
the relocated families. Seventy percent thought their housing was as good or 
better than they had before, including 60 percent who felt that there had been 
definite improvement. 

The generally improved housing was not obtained without cost. Gross rents 
paid after moving were almost. double previous figures: a median of $67, as 


* Not published ; prepared in memorandum form only. 
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compared with the median site rental of $37. The new rents were still, how- 
ever, well below prices in the general market. At the same time, rents became 
more related to income as higher income families paid correspondingly higher 
rents, the resulting pattern bearing a closer resembblance to rent-income ratios in 
the general market, with the ratio declining as incomes increased. This was in 
marked contrast to the sites, where the highest income families frequently paid 
the lowest rentals. As implied, the new rents did not necessarily cause wide- 
spread hardship, despite the drastic proportional increase, as only one-third 
rents in excess of 25 percent of their incomes. 

Families of all income levels shared, to some extent, in the available supply 
of better housing. Proportionately, however, higher income families obtained 
more of the best housing, while others occupied the bulk of the worst housing. 

The question arises as to why some of the higher income families continued 
to live in slums until such time as they were forced to move by slum clearance 
activities—particularly, those with incomes above $4,000, who in their higher 
quality new residences often paid less than 20 percent of income for rent. Aside 
from the well-known fact that nonwhite families in general have an extremely 
limited choice as to area, the evidence taken in the survey points out two factors: 
(1) unusually low rentals in the slums, and (2) the possibility that the improved 
quality of available housing might not be sufficient to induce payment of the 
increased cost, as well as to offset normal inertia. 

Another enigma causing much concern among housing and redevelopment 
agencies has been the number of families eligible or apparently eligibie for 
public housing who accepted the lowest quality of private housing available in 
preference to public housing. This group constituted almost half of all appar- 
ently eligible families. A partial explanation is found in the fact that more than 
a fourth were actually not eligible, and another 22 percent could not be housed 
because of family size. 

A more novel discovery was that a large proportion of the apparently eligible 
families moved together with former landlords and neighbors, by prearrange- 
ment, into a common dwelling or structure. This, together with a continued 
high degree of doubling up, suggests that public housing rentals at levels just 
within admission income limits may have suffered in comparison with rents for 
shared quarters. This is implied by the relatively low rents paid by primary 
tenants; the average for these rents was only slightly above the applicable top 
admission rental for public housing of $65 per month, including heat and all 
utilities. 

Tables referred to in the text will be found at the end of each section to which 
they pertain. 





I. AREAS MOVED TO 


Occupancy changes in two large sections of the city made housing available 
for many nonwhite families in an improved community setting. This major 
gain in living conditions was clearly marked by the exit of two-thirds of the 
families from the city’s central blighted area. The movement occurred almost 
entirely to the south and west. Movement to the north was very small by 
comparison. 


Directional movement 


Relocation to the south was in a diffused pattern extending to 89th Street. 
The heaviest movement was directed to Oakland and Kenwood, where nonwhite 
occupancy has increased substantially since 1940. Along with Hyde Park, 
Woodlawn, and Englewood, these areas absorbed 29 percent of the total relocation 
load, as shown in table 1. Another 8 percent moved to scattered neighborhoods 
in South Shore, Roseland, Chatham, Brighton Park, and Grand Crossing. 

Movement to the west was concentrated in the communities of North Lawndale 
and East Garfield, where 28 percent of the families found housing. The largest 
part of this migration was based south of Roosevelt Road and west of Kedzie, 
approaching the city limits at Forest Park. 


Distance moved 


Residents from all sites moved into these principal areas, usually moving to 
the nearest one. Almost half of the families from the Cabrini Extension site 
(Near North) moved diagonally southwest to the Garfield-Lawndale areas, a 
minimum distance of over 3 miles. Indicating the absence of areas of large-scale 
transition from white to nonwhite occupancy to the north of the site, less than 
5 percent moved to areas more than a half-mile north of the site. On the other 
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hand, 12 percent moved from 5 to 6 miles south to live in Oakland, Kenwood, and 
areas forther south. The median distance moved by families in this site was the 
longest of any, although it also had the largest proportion moving less than a 
mile. The latter was due to the availability of a limited supply of housing in 
the adjoining neighborhoods. This was the only site from which nonwhite 
families moved to the north side of the city. Comparative distances moved are 
shown in table 2. 

A little more than half the families in the Abbott and Horner sites (Near 
West) moved directly west to the Garfield-Lawndale areas—only 2 miles away. 
Improved housing was not available in any other direction, however, within a 
similar distance from the site. Again, 12 percent, the same proportion as in the 
Cabrini site, moved to Oakland, Kenwood, and areas farther south. This site 
had the smallest proportion of families remaining within a mile of their former 
addresses, yet the median distance moved was only 2.1 miles. 

As expected, familites from the South Side sites showed the largest movement 
to improved areas southward, from Oakland to 89th: 60 percent moved to those 
areas, a fourth beyond 67th Street, mainly to Grand Crossing. Only 7 percent 
moved to the Garfield-Lawndale area, and approximately a third remained in 
neighborhoods adjacent to the site. 


Racial occupancy 

In 1940, nonwhite residents occupied 8 percent of the city’s housing. In 1950, 
this share of housing was 12 percent. The increase represented a geographical 
area of about 5 square miles, including 60 census tracts. In all, 285 of the 
city’s 935 census tracts showed 1 percent or more of dwelling units occupied 
by nonwhite residents in 1950. 

For the most part, relocated families moved to tracts already showing some 
nonwhite occupancy in 1950, But, in addition, families moved to 18 other census 
tracts which in 1950 were entirely occupied by white residents. 

The census tracts which offered the newest areas of nonwhite occupancy were 
located in all the areas of movement, although most were in the Garfield-Lawn- 
dale and Grand Crossing areas. A few were found in West Englewood and 
South Shore, and two were on the North Side. 

Altogether, 13 percent moved to census tracts which in 1950 had less than 
1 percent nonwhite occupancy ; 27 percent moved to tracts which then had from 
1 to 10 percent nonwhite occupancy. 

As shown in table 3, another 25 percent moved into areas in which more than 
half the dwellings were still occupied by white families in 1950. Thus, two- 
thirds of the relocated families moved into areas representing recent additions to 
the supply of nonwhite housing. 

Quality of housing 

A comparison of the census tract data for housing in the newer areas of non- 
white occupancy, as shown in tables 4 and 5, indicates relatively high physical 
quality accompanied by extensive substandardness, due to lack of adequate 
plumbing resulting from conversions. 

One-third of the families moved to areas where in 1950 more than 95 percent 
of the dwellings were in good physical condition, although as much as 20 
percent were without private bath facilities or hot water. With added conver- 
sions since 1950, these figures are now undoubtedly changed. Yet, these areas 
represented the best housing that was available, and to a large extent it was 
an improvement over the slum areas. 

By contrast, in the worst areas, more than one-fifth of the housing was 
dilapidated, and over half of the dwellings were substandard. About a third 
of all families moved to such areas, located mainly on the South Side below 
39th street, and in the near West side. 


How dwellings were found 


Most of the site residents learned about available housing through friends, 
neighbors, and their old landlords. This has been general experience in the 
past, mainly because of the difficulty in obtaining information about vacancies 
for nonwhite occupancy in a market which has always been in short supply. 

Common desire to live near to or in the same building with a close friend 
or relative, and good relations between landlord and tenant often encouraged 
each to continue if another building was found. 

It is difficult to provide an effective citywide system for the listing of va- 
cancies in private housing suiting the needs of clearance site families. Aid, 
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of course, was offered when needed, with the main effort directed toward reach- 
ing families eligible for public housing. 

Of the apparently eligible families who did not move to public housing, 
almost 90 percent located private dwellings through friends, neighbors, and 
landlords. The distribution of all families moving to private dwellings, by 
source of their information, is shown as follows: 
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The almost complete absence of advertised rental units for nonwhite occu- 
pancy, together with high rentals in advertisements generally, was undoubtedly 
a deterrent to widespread use of newspapers as a source. The Authority provided 
substantial help in offsite relocation through referrals to real estate agencies 
which cooperated in finding vacancies. This included most of the families shown 
above for that source. 


Attitudes after relocation 


More than 70 percent of the families thought their new residence was at least 
as good or better than their previous site dwelling. Even among families who 
appeared to be eligible for public housing, the proportion of this opinion was well 
over half; for clearly ineligible families, however, this group represented 75 
percent. Responses to the question “How do you like this place compared with 
your old one?” were as follows: 














| Total | Better | Same Worse 
| | 
| Percent | 
A aia dik decd ae 100.0 | 61.2 | 10.1 | 28.7 
OS se cece thee Bo iss PRR, 100.0 | 63. 4 | 11.8 | 24.8 


Eligible.......--__- Be ERT aL eras LAL 100.0 56.6 | 6.6 | 36.8 
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The above figures outline the main divisions of housing quality which families 
were able to secure, as do most of the data which follow. After relocation, the 
largest part of the families found unquestionably better housing and surround- 
ings, while it was doubtful if any measurable improvement occurred for at least 
one-fifth, and possibly as much as a third. Some believed their housing was 
worse for reasons other than condition and facilities, basing their feelings on 
the increased rent, although the unit was actually better. 

In evaluating their new situation, families who considered their housing better 
after relocation turned their attention more to neighborhood factors, such as 
appearance, schools, and other community facilities. Table 6 shows that 70 
percent of those with better housing gave neighborhood factors as a reason 
for satisfaction with their new residence. 

On the other hand, families still faced with housing they thought was no 
better than they had before, gave little attention to neighborhood changes, 
even when the community had better facilities. This was understandable, 
since a family able to secure only an inadequate dwelling in an improved 
neighborhood was still faced with a housing problem. 

Among the families who felt they were better housed after relocation, 17 
percent gave distance to work as a reason in addition to the major factor of 
neighborhood. None mentioned rent or cost, it may be noted. Quite differently 
only 22 percent of the others referred to neighborhood factors, and only 6 
percent to distance to work; but 21 percent considered price, and a large group 
was in doubt. 


Transitional areas 


As already noted, approximately half the families moved to areas which were 
in active transition as to racial occupancy. A recent study of one of these areas 
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indicated that the bulk of the inferior units were occupied by newcomers and 
transients, but the report also pointed out that the largest proportion of new 
families found good quality units. (See Community Appraisal Study, Hyde 
Park-Kenwood Community Conference and South Side Planning Board, 1952.) 
Accordidng to the findings of the same study, 40 percent of all new residents came 
from various slum areas, and only 18 percent came from nonslum areas. 
Sixty-five percent of new nonwhite residents came from the nearby slum areas 
on the South Side, including the site areas. 

In commenting on the changes, the report stated that nonwhites tended to 
pay higher rentals than whites, although less able to do so with respect to their 
incomes. Speaking of the future of the area, the report said: “There is evi- 
dence of some physical improvement and rehabilitation. Several new resi- 
dential buildings have been erected. A number of older buildings have been 
rehabilitated. Schools, churches, and neighborhood clubs have expanded their 
facilities and built new structures. * * * On the negative side, the entire area 
is threatened by creeping blight as the result of a high rate of conversion, over- 
use of already aged buildings, absence of normal maintenance and repair, and 
failure to observe minimum occupancy standards.” 


TABLE 1.—Directional movement of relocation, 1952-54 
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Among the 75 community areas in the city of Chicago. 


TABLE 2.—Distance moved from sites 
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of course, was offered when needed, with the main effort directed toward reach- 
ing families eligible for public housing. 

Of the apparently eligible families who did not move to public housing, 
almost 90 percent located private dwellings through friends, neighbors, and 
landlords. The distribution of all families moving to private dwellings, by 
source of their information, is shown as follows: 
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The almost complete absence of advertised rental units for nonwhite occu- 
pancy, together with high rentals in advertisements generally, was undoubtedly 
a deterrent to widespread use of newspapers as a source. The Authority provided 
substantial help in offsite relocation through referrals to real estate agencies 
which cooperated in finding vacancies. This included most of the families shown 
above for that source. 


Attitudes after relocation 


More than 70 percent of the families thought their new residence was at least 
as good or better than their previous site dwelling. Even among families who 
appeared to be eligible for. public housing, the proportion of this opinion was well 
over half; for clearly ineligible families, however, this group represented 75 
percent. Responses to the question “How do you like this place compared with 
your old one?” were as follows: 
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The above figures outline the main divisions of housing quality which families 
were able to secure, as do most of the data which follow. After relocation, the 
largest part of the families found unquestionably better housing and surround- 
ings, while it was doubtful if any measurable improvement occurred for at least 
one-fifth, and possibly as much as a third. Some believed their housing was 
worse for reasons other than condition and facilities, basing their feelings on 
the increased rent, although the unit was actually better. 

In evaluating their new situation, families who considered their housing better 
after relocation turned their attention more to neighborhood factors, such as 
appearance, schools, and other community facilities. Table 6 shows that 70 
percent of those with better housing gave neighborhood factors as a reason 
for satisfaction with their new residence. 

On the other hand, families still faced with housing they thought was no 
better than they had before, gave little attention to neighborhood changes, 
even when the community had better facilities. This was understandable, 
since a family able to secure only an inadequate dwelling in an improved 
neighborhood was still faced with a housing problem. 

Among the families who felt they were better housed after relocation, 17 
percent gave distance to work as a reason in addition to the major factor of 
neighborhood. None mentioned rent or cost, it may be noted. Quite differently 
only 22 percent of the others referred to neighborhood factors, and only 6 
percent to distance to work; but 21 percent considered price, and a large group 
was in doubt. 


Transitional areas 


As already noted, approximately half the families moved to areas which were 
in active transition as to racial occupancy. A recent study of one of these areas 
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indicated that the bulk of the inferior units were occupied by newcomers and 
transients, but the report also pointed out that the largest proportion of new 
families found good quality units. (See Community Appraisal Study, Hyde 
Park-Kenwood Community Conference and South Side Planning Board, 1952.) 
Accordidng to the findings of the same study, 40 percent of all new residents came 
from various slum areas, and only 18 percent came from nonslum areas. 
Sixty-five percent of new nonwhite residents came from the nearby slum areas 
on the South Side, including the site areas. 

In commenting on the changes, the report stated that nonwhites tended to 
pay higher rentals than whites, although less able to do so with respect to their 
incomes. Speaking of the future of the area, the report said: “There is evi- 
dence of some physical improvement and rehabilitation. Several new resi- 
dential buildings have been erected. A number of older buildings have been 
rehabilitated. Schools, churches, and neighborhood clubs have expanded their 
facilities and built new structures. * * * On the negative side, the entire area 
is threatened by creeping blight as the result of a high rate of conversion, over- 
use of already aged buildings, absence of normal maintenance and repair, and 
failure to observe minimum occupancy standards.” 


TABLE 1.—Directional movement of relocation, 1952-54 
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Among the 75 community areas in the city of Chicago. 


TABLE 2.—Distance moved from sites 
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TaBlLe 3.—Relocation areas (census tracts), by nonwhite occupancy in 1950 


Percent of dwelling units occupied by nonwhite farnilice and inatolduate 
families (1950) :?* moving to areas 
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1 Based on U. S. Census reports, 1950. A dwelling unit was reported “dilapidated” when 
it had serious deficiencies or deterioration. A dwelling unit was “substandard” if it was 
either dilapidated or lacked private plumbing facilities. 


TABLE 4.—Relocation areas (census tracts), by condition of dwellings in 1950 


Percent of dwelling units in dilapidated condi- famélice ond indvetdcate 
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1 Based on U. S. Census reports, 1950. A dwelling unit was reported “dilapidated” when 
it had serious deficiencies or deterioration. A dwelling unit was “substandard” if it was 
either dilapidated or lacked private plumbing facilities. 


TasLE 5.—Relocation areas (census tracts), by substandard dwellings in 1950 


Percent of dwelling units classified as substand- Py ype: era 
ard (1950): moving to areas 
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1 Based on U. 8S. Census reports, 1950. A dwelling unit was reported “dilapidated” when 
it had serious deficiencies or deterioration. A dwelling unit was “substandard” if it was 
either dilapidated or lacked private plumbing facilities. 


TaBLE 6.—Percent of families and individuals by responses to question “In what 
ways is this place better or worse than your former residence?” according to 
tenure and eligibility for public housing 
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II. QUALITY OF HOUSING 





It would have been difficult for families leaving the sites to have found a 
worse segment of the city’s housing than the one they had occupied. Three- 
fourths of the dwellings were dilapidated and even more were substandard 
because of a general lack of sanitary facilities. With this as a base point, 
distinct improvement is indicated, although it is limited by other factors such 
as space, occupancy, and cost. Even after allowance for these considerations, 
however, there is still a substantial housing gain for most families. 


Condition and facilities 


After relocation, the percentage of families in dilapidated and substandard 
dwellings shrank to about half of the former site figures, and good housing 
increased threefold. As shown in table 7, families in completely standard dwell- 
ings (good physical condition with private toilet and bath, and hot running 
water), increased from 18 to 53 percent. Although the greatest improvement 
occurred for owners, the percentage of standard occupancy for renters was 
two and a half times the previous figure. In addition, some substandard units— 
almost 15 percent—were in good structures, with bath and toilet shared by 
occupants of only one other dwelling. In all, more than two-thirds were re- 
housed in sound buildings, with private or semiprivate facilities. 

Other changes added further evidence of improvement. The percentage of 
families in basement dwellings was reduced from 13 percent in the sites to 
8 percent in the new locations. This type of unit is often among the worst be- 
cause it constitutes makeshift use of nondwelling space, although in some cases 
basement units met all code requirements and provided standard quarters. 

Improved heating facilities contributed to better housing, as the percentage 
of families living in centrally heated dwellings more than doubled. In the sites 
only 27 percent had modern heating equipment; after moving, the percentage 
increased to 67 percent. This extensive elimination of coal stoves and other 
types of space heaters using gas or oil fuel meant increased safety and health 
factors for a large part of the relocated families. 


Age of structures 


As residents moved to areas farther from the sites, where the city’s early growth 
had begun, there was a dramatic change in the age and style of the buildings. In 
the site areas, all structures had been built before the turn of the century, includ- 
ing frame houses which had survived the great Chicago fire, deteriorated man- 
sions, and cavernous tenements. In contrast, some families moved to standard 
walkup apartments built in the 1920's. Others found dwellings in the typical 
stone-front types of 2 and 3 floors built between 1900 and 1920. 

As table 8 shows, two-thirds of tbe families lived in site structures that were 
built before 1885. After relocation, the proportion in such superannuated housing 
was reduced by half. In the process, 17 percent found housing in structures built 
since 1900, including 6 percent in relatively modern construction types built after 
1915. 

While lack of adequate maintenance was observed in scattered spots for all 
areas, it was not enough to offset the advantages in age, and the substantial de- 
crease in superannuated structures undoubtedly had positive values. Front and 
rear structures on one lot, a common occurrence in the old site areas, were an 
exception in the newer areas. The reduced degree of obsolescence also resulted 
in less hazardous wiring and improved light and ventilation. 

Occupancy and space 

Overcrowding was a characteristic of site occupancy which persisted despite 
other improvements after relocation. The shift to other areas and dwellings reg- 
istered little change in the degree of doubling up, although extreme overcrowding 
was definitely relieved. The extension of slum-site occupancy characteristics fol- 
lowed the close attachment existing among site families. Frequently, all occu- 
pants of a site dwelling, consisting of several families, would move as a group to 
yew quarters. Individually, some families lost space in moving, but the majority 
gained. 

There was a shift to largersized dwellings, resulting in slightly fewer persons 
per room on an average. With a decrease in small dwellings of 1 and 2 rooms, 
ind an increase in large units of 5 rooms or more, the median number of rooms 
per dwelling increased from 3.7 to 4.0, as shown in table 9. 

After relocation, the slight increase in families with their own households was 
due almost ertirely to the forme> <it+ zeuants who became cwrer-occupants. 
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Thirty-six percent of all families doubled up after moving, compared with 39 
percent in the sites, as shown in table 10. Meanwhile, renters actually became 
slightly more doubled up, but under more tolerable arrangements. The percent- 
age of renters sharing space with more than 1 other family decreased from 15 to 
10 percent. Two-thirds had adequate space or more, with the worst overcrowding 
partly reduced. The distribution for all households by persons per room was as 
follows: 
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Although relocation added very little to good occupancy conditions for the 
families as a whole, individual family changes resulted in a gain in space for 60 
percent of the families. Some of these changes represented adjustments in 
household composition, as well as increases in dwelling unit size or better occu- 
pancy arrangements, after moving to new quarters. 


Structure use and conversions 


As has been noted above, there was a general shift to buildings with fewer 
dwelling units, principally 2- and 3-story walkups with 4- and 5-room apartments. 
However, in addition to shared occupancy within dwelling units already men- 
tioned, there were indications of overuse in structures through physical con- 
version of the original apartments into additional units. The survey shows that 
82 percent of the families moved into converted units, as compared with 28 per- 
cent in the sites. While this is only a slight difference, the data suggest that 
after relocation the extent of conversions may have been greater and was 
increasing. 

Conversion of units in itself, of course, does not necessarily suggest inferior 
housing. Good quality conversions with adequate provision for standard con- 
struction can provide highly satisfactory dwellings for small families. Make- 
shift and illegal conversions, without addition of plumbing and fixtures, wiring, 
and means for securing privacy, however, lead to overuse of structures and 
accelerated deterioration. 

As table 11 indicates, most of the converted units were of such poor quality 
that they could easily be identified as the worst portion of housing to which 
families moved. Three out of every 4 converted units were substandard ; in con- 
trast, only 1 out of 4 of all other units were substandard. Although half of the 
converted dwellings were in very old structures, the other half were found in 
structures of all age groups, including those most recently built. 

An indication of the possible extent of conversion is found in a comparison of 
families to number of stories in the structures occupied. Families moved into 
buildings which were predominantly one dwelling per story in original design. In 
most of these areas, multiple units per floor were exceptional in structures built 
before 1920. (See Chicago Land Use Survey, Chicago Plan Commission, 19438.) 

It is significant, therefore, that while almost all the relocated families moved 
into buildings of 3 stories or less, almost half of the occupancy was in structures 
classified as having 5 or more units. Similarly, as shown in table 12, most of the 
families in 1-story structures were in buildings classified as having 2 dwelling 
units. For 2-story structures, 60 percent of the occupancy was in buildings with 
3 or more units; and in 3-story structures, more than three-fourths reported 4 or 
more units. While this inference cannot be treated as conclusive, there is reason 
to believe that conversion of units was in substantial proportions. 

Consequently, in terms of existing units per structure, there was not much 
change from the slum sites. However, a few more families lived in single- 
family houses than before relocation, and there was a reduction in occupancy 
in very large structures. The distribution before and after relocation was as 
follows: 
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The marked improvement in housing for at least two-thirds of the families is 
clearly outlined in the above findings through good condition and heating 
facilities alone. More than half of the housing also provided private bath and 
more space in comparison with the site dwellings. For a third of the housing, 
however, improvement was doubtful, although the buildings were generally 
better, with more light and ventilation. There remained a fifth of the dwellings 
which could offer little improvement and may possibly have been worse, although 
the neighborhoods were generally better than before. 

Previous relocation experience 

The survey shows that the proportion of families relocated to good private 
housing has increased by 20 percent over the previous period of relocation. The 
proportion of site residents moving to standard dwellings in the current survey 
was 53 percent, compared with 44 percent, even though the monthly rate of 
relocation to private dwellings had almost tripled. 

At the same time, there was less overcrowding and more satisfaction among 
the relocated families. In the present survey, 64 percent had exclusive occu- 
pancy of a dwelling after relocation, compared with 56 percent in the previous 
period. The proportion who thought their housing was as good or better than 
they had before moving off the sites was 71 percent, compared with 62 percent in 
prior years. 

Although rents were higher than before, the present survey shows that the 
typical family spent a smaller percentage of income for rent than was true in 
the previous period: 21 percent compared with 23 percent. This, of course, 
reflects the general increases in income. 

The improvement in private relocation housing over the earlier period has 
taken place despite the fact that there has been no substantial increase in the 
supply of good moderate rental housing. This, combined with our knowledge 
of the areas to which relocated families moved, is a clear indication that the 
shift from white to nonwhite occupancy in various older residential areas con- 
tinues apace. (See table 2, appendix.) 


TABLE 7.—Dwelling condition and plumbing facilities, before and after 
relocation, by tenure of occupants 
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1 A dwelling unit is “substandard” if it is either dilapidated or does not have private flush toilet and bath, 
and hot running water; a dwelling is ‘‘dilapidated”’ if it has serious deficiencies or deterioration to the extent 
that it does not provide adequate shelter, or is dangerous, or requires extensive repairs. 
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TABLE 8.—Age of structures occupied before and after relocation 








[Percent] 
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TasLe 9.—Households by size of dwellings, before and after relocation 
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TABLE 10.—Households by total occupancy in dwelling unit, before and after 





relocation 
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Reon gouscenence einweepeosnereess Sonawesaentn : ” 8.2 8.1 
Rou ssceboGuecocsbadcéisnvvddabetstesdbodenescasebds ‘ bedicbas 23.3 | 23.4 
BSC. dbeivctenrsinn sdUsbin — 17.2 17.9 
a Pee ae ee inact isd 16. 1 16.4 
5to6 Ae tits ae dae - o! . txiet 18.8 18.8 
fg | Se Seer eer ae * sds ‘ ‘ : Lt : 16.4 15.4 
Median......-.- = : : 4.1 4.1 
Families and unrelated individuals: } 
TWO. oc eeeee ave my ‘ y ume ; 100. 0 | 100.0 
D cisagineie Sbsenen wraee 61.3 64.0 
, ee ie 24.9 26. 4 
Te ‘ dina . 7.0 8.8 
rt ee eer te J me 0.8 
Ne Seer gu enone nce 2s 





TABLE 11.—Selected characteristics of converted and nonconverted dwellings 
occupied after relocation 


[Percent] 


Converted | Unconverted 





dwellings dwellings 
Percent of total relocated to- ----- aaa 32 68 
Percent of dwellings (total) — = < (100) | (100) 
Substandard apiauein: —_ ; 76 26 
Dilapidated . __- : 4) 18 


In structures built more than 70 years ago. -_- 50 28 
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TABLE 12.—N umber of stories and dwelling units in structures occupied by 
relocated families 





Total Number of dwellings in structure 
families 
and indi- | } | 
viduals ‘ | 3to4 |5ormore 


Number of stories in structure 








Percent 

All structures ____- paktenseete : stds 100. 0 
ee ae 100. 0 
100. 0 

100. 0 

100. 0 








Ill, RENTS 


Because of the extremely low level of rents in the site areas, the transition to 
better housing imposed upon most families a drastic increase in cost. Eighty- 
five percent of all renters paid higher rentals after moving, with the average 
about twice the previous rent. Compared, however, with the current market 
price of most good housing in the Chicago area, the higher rents families had to 
pay after moving could not be considered excessive. Moreover, contrary to the 
general market, rents did not follow housing quality with any clear consistency, 
despite a lower average for inferior units. Although most standard units were 
in the higher rent brackets over $70 per month, demand held prices generally 
within the middle range of rents regardless of deficiencies. Only between the 
best and the worst housing was there a marked difference in price. 


Rents and quality 


More than half the families had paid gross rentals of less than $40 per month 
in the sites. As shown in table 13, the median contract (cash) rental for site 
units was $27, and the gross $37 (inciuding the estimated cost of utilities). 
After relocation, well over half paid gross rents of $60 and up. In the new 
locations, the differential between contract and gross rent decreased due to the 
wholesale shift from stove-heated units to centrally heated apartments. Never- 
theless, the median gross rent increased by $30 per month over the site figure. 

Although the median rent for substandard units was $11 lower, many families 
paid the same rent without regard to whether the dwelling was standard. Dif- 
ference in quality was reflected in price most consistently at the top of the range. 
The percent distribution of the monthly contract rents after relocation, by con- 
dition and facilities, is shown below: 


[Percent] 





Standard Substandard 





100.0 | 


Less than $40 Liaua eaooal 8.0 
a i al i atatin enter tines nila nintiagliainncaanete davies sted 14.7 | 
$50 to $59 =a a 10. 6 
ok, MR iS had eh eines aap ts ; ; 17.4 
$70 to $79 sare 13.3 | 
ala i all il ed i anttnns men wibie peat : . 12.0 
EE tie i eh Rate Sin ign neninid otaten dnt bree ooh ‘ 4 10.3 | 
I ean ann neraien renee : 


Median 





About 25 percent of all families paid contract rentals ranging from $80 to 
$100, mostly for large, standard units. A few scattered rentals exceeded this 
range. Generally, there was no close relationship between rent and unit size, 
a significant departure from the general market. Most of the units were rented 
as unfurnished dwellings, but it was difficult to make clear distinction in this 
respect because of a wide variation in equipment and furnishings provided by 
the landlord. 
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Changes in rent 


The extent to which all families shared in higher rents without regard to condi- 
tion is demonstrated in the distribution of individual rent increases after moving 
to new locatons, as shown in table 14. More than half of all families with rent 
increases paid rents which were $30 or more per month higher than their previous 
contract rental, yet this group included 43 percent who moved to substandard 
units. 

The small proportion of tenants (15 percent) able to find other private dwell- 
ings at no increase over the site rental consisted mainly of small families who 
paid relatively high rents in the sites. 


Comparison with general market 


Although families paid rents which were far above the depressed level in the 
old slum areas, the new rents were actually well below the private market as a 
whole. The median contract rents for standard dwellings in the relocation 
areas was $68 as compared with $109 for advertised vacancies in the Chicago 
area for 1954. (Figures for the city were based on a survey, by the Chicago 
Housing Authority, of approximately 5,000 vacancies in Chicago and suburbs 
advertised in the Chicago Sunday Tribune, September—October 1954. 

Half the standard units occupied by relocated families rented for less than 
$70 per month (contract rent). In contrast, only 7 percent of all advertised 
unfurnished units, and only 25 percent of all furnished units, rented below this 
level. The lowest quartile for all advertised units was $82. In terms of rental 
cost per room, the average price paid by relocated families was about $18 per 
room per month, as compared with $27 for advertised dwellings. 

In comparison with the general market, however, the differences in occupancy 
must not be overlooked: More than a third of the relocated families shared 
dwelling units with other families, that is, subleased space to other occupants or 
had roomers, and others were subtenants themselves. As rents are based on 
data reported for primary tenants only, the net rental cost was reduced for 
approximately half the families with shared quarters. Other families oceupying 
only part of a ‘dwelling unit paid directly to the landlord. 


TABLe 13.—Contract and gross dwelling rents, before and after relocation * 


[Percent] 














| | 
| 
Contract Gross 
Monthly rent } —| — 
| Before | After | Before | After 
Total : A ; : ; : 100. 0 | 100.0 | 100. 0 100. 0 
a ee ae ee ieee : | 56. 5 | 5.8 27.6 2.5 
$30 to $39- a manson —— 20. 7 9.0 29. 2 3.8 
$40 to $49 ccneenerouient 13.2 } 14.1 26.3 14.6 
$50 to $59 : . ielesiabis 5.4 | 16.7 | 9.0 16.6 
$60 to $69_- sitar netting 2.1 16.0 4.1 17.2 
$70 to $79_. seas 1.1 19.0 | 2.6 | 19. 2 
$80 to $89 : — si laecediantis _ " | 1.0 | 12.4 1.2 18. 6 
$90 or more PRE, SE ES ee : aad F- ae | 7.0 | 7.5 
A SER ak a <0 ape ee ch Ye icons aoe $27 $63 $37 | $67 
| 





1 Rents paid by primary families and individuals; excludes amounts paid by subtenants and roomers, 
Gross rent includes the estimated cost to tenants for utilities, and heating, if any, on a monthly average 
basis. 
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TABLE 14.—Contract rent increases for primary families and individuals paying 
increased rentals after relocation, by amount of increase and condition of unit 


[Percent] 





| 
Amount of increase per month All units Standard Substandard 
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IV. INCOME AND HOUSING 


Incomes, as reported for 1954, were evenly distributed within a range up to 
$6,000 in annual income, with the higher incomes due largely to multiple wage- 
earners. As table 15 shows, more than a third of the families had incomes over 
$4,000, and 27 percent over $5,000. The median income of $3,660 was almost 
equivalent to the maximum limit for initial occupancy in public housing projects. 
At the same time, a third of al lthe families moving to private housing had 
incomes under $3,000. 

This lowest income group included families receiving public assistance, as well 
as self-supporting families eligible for public housing. The total: number of 
families apparently eligible for public housing, but moving to private dwellings, 
represented about half of all the eligible site residents. 

Composition and Number of Workers 

High incomes can be traced to the large proportion of families without children 
who frequently had more than one wage-earner. About a third of all families in 
the survey had more than one working member, as shown below. BPxclusive of 
old-age couples, 50 percent of the families consisted entirely of adults. Seventy 
percent of all families relocated consisted of three persons or less. (See also 
Tables 16 and 17.) 


Number of workers: Percent 
Total 100. 0 


-8 
3. 4 
0 


Income and rent 


In the sites, the proportion of income spent for rent was so small that most 
families, except those in the very lowest income group. were able to absorb the 
higher cost of housing after moving. In fact, formerly, some families with the 
highest income paid the lowest rents. That rent became more closely related to 
income after moving to other areas, is clearly indicated in the median gross rents 
by income groups shown below: 





Before 





$37 | 
Under $3,000 34 | 
a ee ea hennatueawnousianmeabobien 36 68 
$4,000 to $4,999 > 


43 67 
$5,000 and over 30 73 


56 





Low rentals all but disappeared for families with higher incomes, after reloca- 
tion from the sites. About half paid gross rents of $50 to $70, and the other half 


68692—56—pt. 34 
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paid more, with most in the top range of $80 to $100. This sharp contrast is 
shown in the following comparison of gross rent by income groups over $3,000: 




















| Percent of each income Percent of 

group paying $70 or more | each income 

group paying 
| f | he “! aoa 

After reloca- | after reloca- 

| Before | tion tion 

| | 

| } 

Pe i cdocieckrae bb eek atk deteb lene cccnesscceonans | 4.7 50.0 40.0 
Se LC Ae ECE EE aoe | 5.0 | 53.4 43.3 
NS Ai TIENTS Fi CaP. kA Sep beet te took aoe 3.8 | 52.3 42.1 
piel RTE A ta Be IEEE 9 St 2 els Slams 3.6 58.9 38. 5 








Percent of income spent for rent 

Families in the sites had paid much less than the usual proportion of income 
spent for housing by families generally. Actually, most of the families were 
able to double their rent. This, a great many did after moving out of the slum 
areas, as shown in the following median rent-income ratios, based on gross rent 
for each income group. 








[Percent] 
| 
Before After 

| } 
Cg SNE TS a ee ee eee Ss SS Se Se a eee See 16 27 
cnt nainch thins auth Ast h aire hkth ahah seh eeemiuoune hhies 12 23 
I 02 Sink ong te hee bes OP bettie Abad Coed ebaas ete sonneeGessenccenwel ll 21 
Be I PR ded dtl wth eibhndsdbeincidts -nbbbietbbbindbeahiii~omdie divin doce 8 17 





After moving, most families in each income group still paid less than one- 
fourth of their income for rent, except for those with incomes under $3,000. 
The proportion paying reasonable rents and rents which were high, in terms of 
income spent for gross rent, is shown as follows for each income group: 





20 percent | 25 percent 
or less or more 











Total_. 36 34 
\—— -————— 
Under $3,000... 16 64 
$3,000 to $3,999. _- : 2% 25 
$4,000 to $4,999__. } 45 23 
$5,000 and over. --- 
| 





As the above figures indicate, two-thirds of the families paid less than a fourth 
of income for rent, including heat and other utilities, after relocation. This 
included a third with rents at less than 20 percent of income. 

Although the remaining one-third paid 25 percent or more, rents for families 
in this group usually did not exceed 30 percent of income. This was also partly 
modified by the practice of subleasing, which reduced actual net rentals con- 
siderably. The hardship families represented about 10 percent of the total, 
with most in the lowest income group. 


Housing quality and income 

All income groups shared substantially in the available supply of good housing, 
but families with higher incomes secured the largest part. This was most 
apparent in terms of plumbing facilities. The following figures show the percent 


of each income group moving to the best (completely standard) and the worst 
(physically dilapidated) dwellings: 
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[Percent] 





Stand- | Dilapi- 
dated 





Under $3,000... ......-....- 3 
$3,000 to $3,999.....-..---- é 
$4,000 to $5,999..........--- 

$6,000 and over_..---.---.-- 








While these percentages clearly show the effect of income, only the highest 
income group succeeded in avoiding the worst housing to any marked degree. 
This distribution is due in part to other factors besides income, such as access 
to vacancy information through personal sources, relationships with landlords, 
social groups and other individual circumstances, as well as the limited supply 
of standard units. 

Income was related to occupancy in much the same way, being more pro- 
nounced in dwelling size, with only the top income group showing a substantial 
difference in serious overcrowding. The percent of each income group moving 


to small dwellings, and those who were badly cramped for space, is shown as 
follows: 


[Percent] 





| 
Dwellings | 1.5 or more 
of 1 to 2 persons per 
room 








18.5 





Under $3,000 : othe fe ne a, Me 73.4 24.8 
$3,000 to $3,999 otireitedaeletndonutirs Jasaadomes a -| ‘ 21.5 
$4,000 to $5,999 k 4 


19.1 
EES EE I SE ET SS ES eee Cy ae : 11.5 








The least effect of income was shown in the age of buildings, although almost 
a third of the families with incomes over $4,000 moved to dwellings in structures 
less than 50 years old, compared with only 10 percent for those with lower in- 
comes. Obsolescent buildings more than 70 years old, however, provided housing 
for at least a third of all income groups. 


Families eligible for public housing 


Aside from relief families, the other major category of site residents who 
shared extensively in substandard housing were families with income near or 
just above the eligible maximum for public housing. 

About half of all site families apparently eligible for public housing, under 
the income limits then in effect, were rehoused in available project apartments. 
The remaining families of “apparently eligible” status made up a little more 
than a fourth of the total relocation to private dwellings. This group included 
most of the families with only slight or doubtful improvement in housing after 
moving. Data for these families demonstrate the combined effect of low income 
and large family size in relation to poor housing conditions. 

More than two-thirds of the families in the apparently eligible group were 
self-supporting with borderline incomes; and 25 percent of these families had 
3 or more minor children. Special income limits for site families then in effect 
permitted a maximum income of about $65 per week for the average tenant. 
(New income limits adopted since then allow up to $75 for large families.) 
Almost all families with children made application for public housing, but often 
a large enough unit was not available, or the family had become ineligible, either 
through changes in earnings such as overtime pay, or because of an understate- 
ment of income such as reporting take-home pay for gross pay. Disposition of 
applications, and reasons for some families not seeking public housing at all, 
are mentioned below. 

A comparison of data for dwellings to which these families moved and units 
obtained by all others shows the clear distinction in housing quality. Selected 
characteristics of dwellings are shown below for each group: 
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Percent of wee 
dwellings Percent of 


welli 
occupied by ap-| A... 
parently eli- : 


gible families all others 











| 





Substandard : ae re Sb at 68 41 
Converted_-- : ‘ ; 3 eee 46 | 29 
Basement. > dusk ess iatitiatetae Ns hecaat : 13 | 6 
RON a iat a imcrieicnei nnn wwslwe heat alalstctinaies Dupe ae 39 | 24 





In two important characteristics, however, there was no difference between the 
potentially eligible group and others. About a third of each stratum moved 
to diplapidated dwellings, and the average rent for the eligible families was $70 
per month, almost the same as for other families. There was little difference 
in rent even for families in the lowest income group, including those receiving 
public assistance grants. 

Disposition of applications 

More than half the apparently eligible families had applied for public housing 
before moving. When asked what had happened to their applications, the re- 
sponses showed that 27 percent became ineligible; 22 percent, no unit available; 
16 percent, rejected unit offered ; 35 percent, didn’t know. 

Of those rejecting units in projects, most refused them because of location ; 
some projects were too far away; others were too close to the site areas, for the 
applicant wanted to move to another part of the city. 

Investigation further indicated that, for most families who did not know 
what happened to their application, the Authority had been unable to contact them 
for followup information needed to verify eligibility. While these families were 
only a small fraction of the total relocation load, they illustrate the problem of 
communication, even when field offices are established in the site area. 

Forty-three percent of the apparently eligible families relocated to private 
dwellings never applied for public housing. Most often this was because arrange- 
ments had been made to move in with a site landlord who had secured other 
property in a new location. In response to the question, “Why didn’t you apply 
for public housing?” families gave the following reasons: 


Percent 

eB eel eh ers A di a Mpc a, ia i ton 2 th aps a NODA PEED A lg 100. 0 
ae ill Se TR Se i, pli al Pa 42.9 
no cancer ec chao ernemeeeeundindntanenaematiaeneriods 32. 1 
EE cies, set: Rath A aA a RAL D 17.9 
BPRS RO UT 0 I ari ee SEN ee 2 


Those who believed they were ineligible usually had good reason, for most of 
these families had borderline incomes. Objections to public housing related 
mainly to occupancy regulations which prohibit dogs and cats, and taking in 
roomers; a few also thought the rent was too high, and others felt they were 
unable to buy furniture. After moving, many families again became interested 
in public housing and filed new applications, or sought to have their old applica- 
tions reinstated. 


TABLE 15.—Families and individuals by 1954 income and tenure, after relocation 














[Percent] 
Annual income | Total | Renter Owner 

ec A rE nh Wave eG) @n JIEaTTOMT @PDKRT TET 

Sr ee ee oS ae 100. 0 100. 0 100. 0 
oo Re EN ga RR UL IRIRS et Ea EE Si CALS PLA LAY PRS eee! SAL 14.9 __” 1) Eee 
I ee Se Jo ois d eee bminiciteinhn watwoukebes 19.2 25. 2 2.1 
I Ee ee ee ae ee a miateenuiee 21.1 20.7 24.4 
I i a Fo de itr ediomssineinamaiit 17.8 17.0 20. 4 
Dee ane about apenicectond 14.4 12.6 20. 5 
oppo pees. SOS Sk st ee 12. 6 | 6.3 32.6 
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TABLE 16.—F amilies and individuals by number of persons and tenure, after 

















relocation 
[Percent] 
| “ | ee ee 
Number of persons | Total | Renter | Owner 

ae -_ EE 2S | -— 

Total. ..wikeimiaes Dia MAAR ek ahanionterscinnincaaromntineitii 100. 0 | 100.0 | 100. 0 
Ge ea ee pcr e caste Mackancitek Gaon cawinsininibigiaeginisten 13.5 16.0 | 6.7 
EIS TORE Ta 37.0 | 36.6 | 38.2 
ee ee aaaniobe wie 19.0 | 18.1 | 21.3 
WPA TA et ree ete 12.9 13.6 11.2 
FEE SIRS PRE a ie eee lt ta 10. 6 8.6 15.9 
F GE Ra « eo manent nAdtamaan ean enannnenenmanngon 7.0 7 6.7 
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TABLE 17.—Families and individuals by composition and tenure, after relocation 








[Percent] 
: sonra 
Type Total Renter | Owner 

I) ee TN Ee He, SP meee 100. 0 100. 0 100. 0 

Widths er Open a a : 46. 4 | 45.3 | 49.4 
Both parents----...---- osibit Ei bia be thisd EL «bide <s 30. 4 27.6 | 38. 2 
i Se eae i eahtinaeaa eins plein Aateind slesintiis 16.0 17.7 | 11,2 
Pet ge ae, tila Pe alate hte la lee RRR Me REAR ate 18 53. 6 | 54.7 50. 6 
SOP MMB Ss tees. ddan shines euatitss [dda~oFddaudatlswes 40.1 38.7 | 43.9 
Old-age couples _----- spats lalisiat. dank biealaliesd-—b6n~ abe (3. 3) | (3. 3) (3. 4) 
tinea eins 13. 5 | 16.0 6.7 





V. RESIDENTIAL OWNERSHIP 


One significant finding in the survey was the shift to owner occupancy. In the 
process of relocation, 15 percent of the renters purchased residential property. 
As a group, these families had the highest incomes and achieved the greatest 
improvement in housing. The purchases were largely income properties, bought 
with substantial downpayments on short-term financing, based largely on rental 
income. Acquired buildings were nearly all located in the newer relocation 
areas centered around Hyde Park, Woodlawn, and North Lawndale. Most 
owners had incomes over $5,000. 

Condition, facilities, and space 

Eighty percent of the new owners purchased standard buildings, and more 
than 85 percent of the structures had not been converted. Of the properties the 
new owners bought, one-fourth were less than 50 years old, and three-fourths 
were centrally heated. 

In terms of space per family, however, there was little difference between 
owners and renters. The average number of persons per dwelling unit was 
identical; and 62 percent of owners were less crowded than before, only a 
slightly larger figure than for all families. This, of course, reflected shared 
quarters, and was, in effect, a substitute for physical conversion of units. 
Doubling up was less than before, however, as was true for all families. 


Types of structures 

The tendency among all owners was to buy income properties. Only 14 percent 
bought single-family dwellings, and none of these were new or even recently 
built. However small, this percentage represented a substantial increase in 
single-family occupancy, as compared with only 7 percent among owners in 
the sites. Among former renters, however, single-family purchases were 24 
percent, although half of these were 2-story types with provision for roomers. 
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Sixty-two percent of all owners bought buildings with three or more dwellings, 
as shown in the following distribution : 








Percent 

Pe I asad cones cence eon ee eines mame ot ke eames 100. 0 
nh ee SE 10 TE ee ee 
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Terms of purchase 


Most buildings in good condition with standard plumbing were purchased at a. 
price of $12,000 or more, with an average cost per dwelling unit of over $6,000. 
This is exclusive of additional costs for new equipment and improvements, for 
which no data are available. 

As shown in table 18, the median purchase price for all owners was close to 
$16,000. Purchasers generally were required to pay 25 percent of the total price 
in cash. The median downpayment was about $4,000 and no initial payments 
were less than $$1,000. As shown in table 19, almost 90 percent of the purchases 
required downpayments of $2,000 or more. The period for repayment of the 
loan was seldom over 15 years. Consequently, monthly amortization payments 
were high. More.than half were over $150 per month. 

Three-fourths of all owners purchased properties on an installment contract 
basis, without provision for the usual equity to the purchaser. Half obtained 
their loans from real-estate firms and individual sources, as shown in table 20. 
This is in marked contrast to the general form and sources of residential financ- 
ing, where financial institutions such as savings and loan associations and 
commercial banks finance the bulk of residential buildings through standard 
mortgages. Only one owner among those reported was able to secure a Govern- 
ment-insured loan. These purchases, of course, took place before the Housing 
Act of 1954, which contained liberalized provisions for insured loans on older 
buildings, went into effect. 


TABLE 18.—Purchase prices paid by owners after relocation 


Purchase price: Percent of owners 
hat th rer tte lee tt ie <tr lip Raa alte ARR, Bi th SOE ROS DPT ROME lt len 100. 0 
a aap ate ge a are ED act ae en Rl CS APE ARP in SEEN 
cro deneasiasliirta tule alia Shiinmnieabahiemettniaehaiaie Ditmas 3. 0 
Sl RR eee A ES IE te tt in Da eRe str se a 10. 4 
I (0 cee elds ateabbdcbial hdd 32.8 
A I Eh, arated sheen tsk, nite ha tothe duaehienie 28. 4 
Ne, as OS ere a te, ee ee 25. 4 


i ie Ben, eek Melk cell oe, $15, 790: 








llings, 


Percent 
100. 0 


13. 
25. 


35. 
20. 
4. 


data 
5,000. 
s, for 


ye to 
price 
ments 
hases 
f the 
nents 


itract 
ained 
le 20. 
nanc- 
} and 
idard 
vern- 
using 
older 


wners 


LOO. 0 


= 
= 


10. 
32. 
28. 


a, 


me OD 





1, 790: 


Srl Dmea 


INVESTIGATION OF HOUSING, 1955 49 


TABLE 19.—Downpayments and monthly loan costs paid by owners after 











relocation 
Amount: 

Downpayment ® Percent of owners 
5 EN OE Cea ae oe a ee fT ee See ne Se 100. 0 

RE A ES A Tc ea a ae 
I ae el iad led Bichatstns Cacti icin inhib 11.9 
ESL EL GET a A POO aT «ie 
ee: 2 Se Ree Oe Te Ce 11.5 
ELL LLL OLS, EL AONE TE 49.5 
OA a ae aE ee Re Se ee $3, 970" 
Monthly payment: SS 
Oe a ee  . ee a rT ne ee 100. 0 

NI a er lent its hiner ss cess alabshdenbinnioaeerenieald 
Rd Steet a Eh hs necaceieth ask Llagp seb ines n> <i pme cesmannenensh > 4.9 
Pee Oa Ce Pee Cae Oe Oe Lee ee ee ee Sener ee 16. 4 
ONIN Sach Dt eeocreeis Gu bine muateend- nena tbe 26.2 
NM gO igen tht, cate cd ache bj wenb piece tence 27.9 
nn oi 8 hh owl tages berate Siapeeostbapbe deans 24. 6 
OS ES a eee peat na ct $152. 0 

TABLE 20.—T ype and source of purchase loan, after relocation 

Loan Classification : 

Type: Percent of owners 

i re il Bre ake es ee buss aU Sul) Lee oo. 100. 0 
eepeenee | COGreR ae er oboe ni en ~ 76.5 
EE NES EAL DEE sesenedat oo 21.9 
Government-insured mortgage______________________-_____-__--- 1.6 

Source: 

NE ee ee en: Se Ce ORS Seen eee ee 100. 0 
Ee eh a a i he NL Ae ONE MAE ILE TT 38. 1 
Es | he A ae RELA OTE 34.9 
Gee RSS aS CP SSE ese a PIRES «2 ate A AF 14.3 
ke eeeeagnedipnkters asters jb ef 


APPENDIX 


The survey was based on data obtained by interview and inspection of 
premises for 287 families and 45 unrelated individuals among the total relocated 
to private dwellings during the period covered. Numerically, the cases studied 
represent 15 percent of the total 2,204 offsite relocations to private dwellings, 
but for the 1,484 families of 2 or more persons, excluding unrelated individuals, 
the data are equivalent to almost 20 percent. As among the 7 sites, representa- 
tion varied from a minimum of not less than 10 to 25 percent of the total 
number of families, due to differences in progress in each site. 


Address of new locations 


The cases studied represented all residents for whom correct addresses could 
be found. Extreme difficulty has always been encountered in obtaining such 
information, and this is the primary problem confronting the local housing 
agency in surveys of this nature. Slum areas are focal points of social disor- 
ganization, and in the sites included in this survey, conditions were among 
the worst to be found in the city. Doorbells, names and appropriate mail boxes 
were frequently lacking or unidentifiable in many site buildings. Often the 
movement of occupants was unannounced and information was not obtainable 
within the limited resources of available staff time. 

Through diligent investigation of all available sources of information, in- 
cluding inquiries among neighbors, new addresses were obtained for about a 
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third of all site residents who moved to private dwellings ; some of these addresses 
were out-of-town locations, and others proved to be incorrect. The addresses 
which were verified were a substantial improvement over previous experience, 
which did not exceed 10 percent. 

Composition of sample 


Although the sample could not be selected by a true random method, because 
of the limitations mentioned, the result is essentially similar to such a sampling. 
The original site addresses for the cases studied were evenly distributed on all 
street frontages in each site, in relation to total dwelling units. Where more 
than one verified relocation per site dwelling unit was found, one was then 
selected at random. In cases where more than one verified relocation per site 
structure was found, one was usually selected on the basis of every fifth dwelling 
unit. 

The cases studied were exceptionally representative of the total population in 
the sites, as determined from previous 100 percent surveys. Less than 5 percent 
of the cases included white families; this conforms with the population in all 7 
sites, all except 1 of which were almost entirely nonwhite occupied. Almost 
half of the cases were families with minor children, also a comparable figure for 
most of the sites. Also, despite the fact that the sample was residual in charac- 
ter, the data covered a representative segment of the lowest income families, in- 
cluding those on relief and others apparently eligible for public housing. Income 
was based on money received in 1954, after relocation. 


Obtaining information 


Information was obtained by personal interview with a responsible adult in the 
household at the relocation address. Interviews were conducted by trained per- 
sonnel from the authority’s relocation staff. Interviewers used a prepared ques- 
tionnaire form, which included housing characteristics as well as family data, in 
addition to specific questions. Interviews lasted from a half hour to 45 minutes, 
and were completed for 287 families and unrelated individuals. For the remain- 
ing 45 cases in the sample, partial information was obtained from secondary 
sources after two call-backs had resulted in no response. When necessary, 
evening calls were made, and in some cases missing information was obtained by 
telephone. 

Data as to the condition and facilities of structures and dwelling units were 
based on accepted concepts of dilapidation and standardness, as used by the 
United States Census Bureau, and the Public Housing Administration. 

Data reported and number of cases 

Of the 332 cases studied, the actual condition and plumbing facilities of the 
dwelling unit was reported for 289 cases; those not reported were usually dwell- 
ings in good structures. 

Occupancy and family data were reported in most cases, but considerable effort 
was made to eliminate doubtful information. As a result, the number of cases 
reported for such characteristics are fewer than the total cases in the survey. 
Data as to the site dwellings, of course, were available in almost all cases. A 
summary of the number of cases reported in each instance after relocation is as 
follows: 


ee) £8301 OR Soule en yibal Ieeisiaiiy ob Duin asian) pa tol aie 332 
men £I5 82 OT Se ee IPT OUT Sls rei eet ie 332 
Eoenenaese Re Sd eit i er ee so i dd) ames Ce bs BLE ht 832 
eens ante Generel Fo ee wre) bee) oid Ss 289 
Occupancy : 
eseereny Ome ME toe 8k EE Seek iT 2) Ue Me OTS 287 
Number of persons and rooms__....._..........____.-_____________ 26 
CS eee Aneta ene wae 243 
ES ES EE ee eae aeRO END, (168) 
i amin iaiieniemmiansbantie cubes, (156) 
Sn ee chi aiishiaeernaseenmaaniaiein 89 
a lela I. etre Ri tae tel este gee beeing (67) 
Ea lh A lt et a le i ee digi le Saeed 317 
ga al reel ae ll ge ache cha ail 245 
sets 15. “sels a el Sonia teri el la alae hee eee ealintlaa 223 
Neen ee nn ee en omnis mui innannares ntaanso ence (97) 
og, hetinteattfe=--epatteayatenieeaadeadnsteiner eR pmaeieei eee Lilie eet wie xi RD 
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oe In a few cases residents had again moved from their relocated address before 
rience, they were interviewed, and no forwarding address could be obtained. Such 
cases were reported for housing characteristics when sufficient data could be 
verified from reliable sources. 
Additional tables are included in this section to supplement the percentage data 
ecause | used in the text of the report. 
ipling. | 
on all § TABLE 1.—Summary of housing and family characteristics after relocation, 

more | 1952-54 
; then §| Subject Data 
ar site ( percent of dwellings: 
elling | In areas outside central slum zone______----------------- percent... 67 
: f j pg RE EEE EES ee ee Senate 67 
10on in & Standard, with private toilet and bath______---------~---~--- Gosna.» && 
ercent | TH g000 Comasiocn, Semiprivare Dath—_-_-_______._.__..._......... a 15 
1alT § 1.5 persons of more per rogm___....__.___________-._.___.- Pisin: Se 
\lmost | Witte) semen or leet per room... seen idcee eee 
re for 3 Considered better than previous housing___-----------~- eS ne ee: 
harac- : Cr i Rn ac hr ie hike nee neon nee san Cnn, en 
es, in- §& In structures built: 
neome | i emeehaionianie a 

4 ES EEE S Reser ae See SAPRASra SS Seer ae oon, 20 
: With monthly contract rent: 
in tl : CO IE ES De os A do....0 29 
re y e FF of A aut SE Ga ee a 

Aca Median data: 

Sy iin cmisniecrem nein ereeranes memubinaimenseatenmeben $63 
ita, = EINE LS ER EE IER aL ae 4.0 
naten, fe le a EN EE RRR i i Re pk A Sl, Ee 2.3 
pal oe a RE eS ae $3, 350 
poner ©} Percent of families and unrelated individuals : : 
he if I a ircee ene igi een mehr os nascent percent__. 46 

: ‘ Ec al SD RES EE erent en Creer ee Mucus ‘36 

é sk nda areata ee ea nara do.._.. 32 
we 6 Tema eelakos nav natal hh ee ee ett Cee ie -@ 
yy the 

q TABLE 2.—Selected housing characteristics for families and individuats relocated 
to private dwellings, compared by survey iihaeaidi 1948-54 

»f the : ' aa Th 

dwell- 4 : Previous Present 

Subject survey, survey, 

effort 1948-52 1942-54 
cases —— a pe an a 
irvey. 7 Number of months included in period -------...-.----------- 48 24 
- ‘A } Total reloeation to private Gualtings. cn cadeaels Pl eS A 1, 674 2, 204 
os £ Families, 2 or more persons___- - oda hx pleted Sennen : 1, 155 1, 484 
is as : — total relocation per SEE Ne : 4 35 92 
In standard dwellings._- ay ee wii ee EAS percent 44 53 
329 a With exclusive occupancy Ee ecsenen : ae. * 56 64 
a Thought unit as gooa or better than before___- : ; do 62 7 

332 Average number persons per relocation . oy 3.2 3.1 

832 9 Median number rooms per dwelling unit__~. Nae : 4.4 4.0 

229 Aver age number persons per room___- : Ses = 1.12 1.0 

edian contract rent aan Maal det 5 EE - $52 $63 
Average rent-income ratio___- : ms ee ea cot percent 23 21 

287 ¥ en ee ¥ : 

261 

243 
(168) 

(156 

89 

(67) 3 

317 ; 

245 ; 

223 F 
(97) 

(78) 
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TABLE 3.—Number and percent of families and individuals by areas moved to, 
and site location 

































































Total Site Areas | Moved Py 
eee Ne ee near near south Ties 
Number | Percent | orth | west | central | Wood 
Bl Anse Sis buns ———| _| Bon obs: 6 each. 2 MARIE 
All areas, total reported - -- 1 298 | 100. 0 62 | 90 132 | 14 
Camttral avees. . .--0....-... 101 | 32.7 26 | 29 39 7 
Madison to North Ave----- | 23 7.5 19 ) 1 
Madison to 16th St__- 36 | 11.7 6 22 6 2 
South central to 39th St.-- — 39 | 12.5 1 | 3 31 4 
Lower west and Bridgeport_-_.__..._-- 3 | 1.0 |- ol 1 2 
South, 39th to 67th______ 85| 30.0 7 | 11 | 62 | 5 
seen — 
Oakland, Kenwood, Washington | 
Park... ‘ . , 50 | 18.0 7 7 35 1 
Hyde Park, Woodlawn 23 | 7.5 | 2 | 19 | 2 
Englewood ____- | 9 | 3.5 | 2 | 7 | 
Stockyards a 3 | 1.0 | 1 2 
Other areas. sy | __ | 37.3 | 29 - 80 31 2 
ees eae = Ls ee ae 
Garfield-Lawndale.. | 28.1 26 | 48 | 9 1 
South 67th.__- ities o 25 | “3 > panes 2 | 22 | 1 
North Ave. to Lawrence-- 





! Excluding moves within site census tract. 


TABLE 4.—Number of families and individuals, by condition and plumbing 
facilities of dwelling unit, by annual income, after relocation 


























| | | | 
| | | | $6,000 
ae oe i Under | $2,000- | $3,000- | $4,000- | °° Not re- 
Condition and plumbing facilities Total $2,000 $2,999 | $3,999 | $5,999 poe ported 
pt eatin +} 
| 1 | | 
Total reported... ...................--- | og9/ 31| 40 “| 67 26 81 
| | ids | 
og ELLE LEE AALS ALT | 152 10 | 17 | 24 35 18 48 
Betetendend 3.7205 7h ee | Sar | 21 | 23 | 20 | 32 8 33 
Dilapidated.________-- ~ aE | wl wil wl Bhs 4 23 
er Ce eee 44 | 4 | 13 | -4 | 9 4 | 10 
EL Sc, | 4 bina 5| 6 . 2 | a 28 
| | | | 





Tas_e 5.—Renters and owners by size of dweling unit, before and after relocation 























Number of rooms in dwelling unit Before After 

as. Era es 
Renters: | 

Total reported, number --- - -- 261 175 

| | 
Percent | 100.0 100.0 

Seat 
1-2_. | 18. 2 14.3 
3-4 | 46.1 45.7 
56 30.6 33. 1 
CE ae ee eee ee 5.1 6.9 
Median . : . A: ee = in } 3.4 3.6 
Owners: 

Total reported, number eS TRA a ee le 56 86 
Cn ee Sa pear — ’ Sensei 100. 0 | 100. 0 

ae tt er ee vee 
3-4 16.1 25.6 
A eal at aap Aa Ino ae pee pete | 58.9 62.8 
7 or more_- | 19.7 11.6 
NS tae 4.9 4.8 
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TABLE 6.—Renters and owners, by total occupancy in dwelling units, before and 
after relocation 





Total occupancy 








i ne area cenciesnes 
PURE, ctarbaceniedtbh ete cst acbdseaes basckaewaa~evden 


Persons: 


























Renter Families Owner Families 
before after before after 
| Bir ‘ath 
272 | 243 | 60 | 89 
—_ — = 2 ——— —_——_—__-—_—_{ -____—___- ——————— —=|= — — = 
100.0 | 100.0 | 100.0 | 100. 0 
— | ch aaa 
10.3 10.3 4.6 | 2.3 
22.2 | 22.2 25.3 26. 4 
16.0 16.9 14.9 20.7 
7.3 17.7 15.0 12.6 
16.9 | 16.9 27.6 24.3 
17.3 | 16.0 12.6 | 13.7 
4.1 | 4.1 | ‘3 | 4.1 
| =|=== — —— ————————— 
59. 2 59.8 | 65.5 | 72. 
25.9 | 29.9 | 23.0 | 19.5 
8.0 | 9.8 | 4.6 | 7.0 
5.7 | 5 5.7 1. 
34 |----------- 1:3 ee a 
| | 


TABLE 7.—F amilies and individuals, by persons per room and tenure, before and 
after relocation 





Persons per room 





Total reported, number 
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316 259 

100. 0 100.0 
68.7 | 67.2 

12.3 | 14.3 

6.0 11.2 

13.0 | 7.3 
——————— ———— ——————— = 
260 | 174 

100.0 | 100.0 
65.0 59.8 

12.7 | 17.8 

6.5 | 12.6 

15.8 | 9.8 

ee > paanaeeh 
100.0 | 100. 0 

85.8 | 82.3 

10.7 | 7.0 

3.5 | 8.2 
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TABLE 8.—Families and individuals, by structure type occupied and tenure, 
e ° p 
before and after relocation 











Number of dwelling units in structures Before After 
Ir gee ainiciennane ¥ 301 270 
SD NOTE eh pee AIL AT pe hE as SION ESOS BREET CE AON, ROOD 100. 0 100.0 

EERE 5 APES SE RE RE LE OE EE eee en ee 1.7 4.4 
ee ae Pe OP PT Be to aes © SE. ae 15.3 19.2 
PORE. 5 A A a IDB IES gs TEN IIE oA LI ee oe 35. 2 30.7 
eR REE. Bo IE, By ty ED 5 aig ee Aas ie ee Be 47.8 45.7 
Renters, number_--_-.-..-.-- een, Lo | RS is = Se aE 245 181 
i sree eS ee ba bkbwoabucenm 100.0 100. 0 
a kt eeauneekpacuewmetin 4 2.2 
NR RIE Re, STE” AS. SND ig PR ee Re a ey Spam eR a DY OEE 11.0 14.4 
ee ore oe ee tc cepanbuenctebcbonwupeen 35.9 27 
I adenine 52.7 5 
i a ns a udtidncobebubicewanaaene 56 ss 
Oe So eee Be Se ae eee 100.0 100 
a ee ee ec bn adeelibammnedemauies 72 9.1 
 RREILIE SEES ens ED a ee er ee ee ere ee 33.9 29. 2 
Ee GES SSE SE ee ie eS ee a > ae 32. 1 37.1 
Ss SSS CE Ra a nnn ee MSS TAS a Ae en 26.9 24.7 





TaBLe 9.—Families and individuals, by age of structure occupied and tenure, 
before and after relocation 








Age of structure, years Before After 

Be a RE ALE Aa Ae ee ee ene 176 Que 
0 SE SS eee cesT ae he Fea Eat OE eco 100.0 100.0 
a) ki eee te Rag Oe oe AS. ee SO 5.3 
40-49. ___.- tat a a ee Se eee aR ay ; 10.7 
50-59__.__-- ae 2 = , Sh oS ey” — . 13. 6 16. 5 
60-69 ete Site ae, mee Se as . + 22.8 32. 0 
70 or more- -- inabhtedminboe ; sted we 63. 6 35. 5 
Median ._..._- ee . ; Ben Ep ; 64.5 
Renters, number. -_--- i : ee Siivescs 144 132 
pg ee ae SS ‘ celica #4 - —- 100. 0 100.0 

Se $ 
40-49 ae as ‘ . Lo ‘ adh 2.1 
EASES 5 Ae ee Ae : : ™ : = . ‘ 16.7 18. 2 
SSeS este : é c : ee 22.9 28.8 
70 or more.-. ; tae Dome =a ; 60.4 39.4 
i ee ee dersckaliicoes ( 65. 3 
Owners, number -- ; 7 : Fy y 32 74 
Percent. _- ceeded - : aa ‘a - ee 100.0 100. ( 
Less than 40 nian : ale : . 6.8 
40-49 . piniehtinent 7 : 13. 5 
50-59___. ‘ : ‘ . 13. 5 
60-69 : : ‘ 21.9 37.8 
70 or more : ; ; 78.1 2. 4 
Median. - : : ; Z ( 63.38 





1 Over 70. 


[Reproduced from the Journal of Housing by the Chicago Housing Authority, March 1954] 


Urspan RENEWAL VIA PusBLic HoustInc—CHICAGO EXPERIMENTS WITH BUILDING 
AND REBUILDING 


What may become the country’s first urban renewal project—via public hous- 
ing and a public housing agency—is awaiting only the final word of approval 
from Washington before the Chicago Housing Authority launches a program of 
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building and rebuilding nine blocks of blight and near blight into its New Rock- 
well Neighborhood. 

The pioneering Chicago project was in planning and on the drawing boards 
months before urban renewal became the housing bywords of the new adminis- 
tration and before Congress was called upon to consider such a combined pro- 
vram. It is the authority’s plan to combine three operations in the area: (1) 
sium clearance and new public housing; (2) renovation of salvable substandard 
dwellings, to be operated as both public and private housing; and (3) enforce- 
ment of standards to conserve good buildings. Because the Housing and Home 
Finance Agency and the Public Housing Administration (which gave its prelimi- 
nary blessings to the project in June 1953) enthusiastically approve the urban 
renewal idea, the housing authority expects a favorable decision on its plan 
within a short time. Thus the unique Chicago development may become the 
proving grounds of many an urban renewal theory. 

Only in Philadelphia, where the redevelopment authority’s title I redevelop- 
ment project, Penn Towne (see October 1952 Journal, p. 339), combined new 
construction and rehabilitation, has any similar planned attack on slums been 
made. But in Philadelphia rehabilitation consisted of complete gutting and 
rebuilding of interiors and the element of conservation through enforcement of 
standards by a public agency was missing. 


THE PRESENT NEIGHBORHOOD 


The neighborhood that will undergo the building and rebuilding, if plans 
are approved, lies 3 miles from Chicago’s Loop in an area that once was the heart 
of the city’s West Side. An almost entirely residential neighborhood, the 25- 
acre site is built up with mainly a mixture of 1-story houses and 2-story flats 
built in the early 1900's. The only new construction in the area in the last 50 
years is the housing authority’s Maplewood Courts, built in 1950, which adjoins 
the site at one corner. It was this housing project, which is seen as a good in- 
fluence on the area, that gave rise to a demand by community leaders for more 
help in rebuilding the neighborhood and influenced the authority in its selection 
of the site for its new undertaking. 

The site is laid out in a typical street and alley grid of city blocks and is 
bounded on one side by a railroad, on another by a new expressway, and on the 
other two by major thoroughfares. An elementary school is centrally located 
within the 9 blocks and a city-operated playground is only a half-block from 
the school. 

Although the area has been designated by the city plan commission as one 
of “near blight,” surveys by the housing authority show that wholesale demoli- 
tion of existing buildings is not warranted: about one-third of the buildings are 
completely worn out but some are worth the cost of saving and others are in 
good condition. 

So the authority proposes to go about the job this way: It has divided the 
three-hundred-odd parcels of land on the site into three classifications and is 
planning its building, rebuilding, and conservation job on the basis of those 
designations. 

PUBLIC HOUSING 


,arcels designated as “class I” are those that are to be acquired for complete 
clearance and rebuilding with low-rent public housing. They will include all of 
the dilapidated buildings scheduled for demolition, most of the available vacant 


lots, and all of the properties used for nonresidential purposes that are to be 
eliminated. 


REHABILITATION 


Class IIT parcels are those that include properties slated for remodeling. They 
are sound structures that have been incompletely converted or need minor re- 
pairs or additional sanitary facilities to serve the families crowded into them. 
The missing facilities will either be added or the units will be reconverted to 
their original occupancy standards, with little or no structural alterations. 

If present owners of the buildings are willing and able to bring their proper- 
ties up to standard, they will do so. If not, the authority will use its powers of 
eminent domain to acquire them; will rehabilitate them and reduce over- 
crowding; and will operate them as public low-rent units. 
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CONSERVATION 


The remaining residential buildings, in “class III” parcels, are in good con- 
dition and probably most will remain in private ownership. The housing 
authority, however, will make agreements with the owners to assure that the 
houses remain up to standards of use and occupancy—that there will be no 
conversions or overcrowding in the future. 

If owners of the properties do not wish to remain in the neighborhood, the 
authority will either buy the dwellings and resell them to other owners, who 
must sign covenants to assure standards or will retain them in authority owner- 
ship for use as low-rent housing. 


NEW ROCKWELL NEIGHBORHOOD 


When work has been completed in the project area, the New Rockwell neighbor- 
hood will be laid out as it is shown in the model superimposed on the aerial 
view of the site, shown right below. Although costs dictate that the population 
density will have to be increased from an estimated 1,000 to 1,300 families, the 
density will still be within limits set by the plan commission. 

Most of the new public housing will be at the periphery of the site, since 
much of the dilapidation and many of the vacant lots are centered there. Tall 
apartment buildings, probably 14 or 15 stories in height, will border the new 
Congress Street expressway. New 7 story buildings, of a variety of building 
types, will be dispersed in the rest of the area. The more than 110 rehabilitated 
dwellings will provide large units for large families (now planned for a room 
ratio of 6.7 per unit). 

The grid street pattern, according to the plan, is to be modified to eliminate 
as many streets and alleys as possible and wherever practicable new connec- 
tions will be made to form loop street arrangements. Only those streets and 
alleys that are needed to service buildings will be retained and there will be 
only one through street within the project area. 

In anticipation of increased school needs, the board of education has already 
built an extension to the existing school and is willing to acquire an additional 
half-block in order to connect an adjacent city playground with the school by 
vacating the intervening street. Additional open space, recreational facilities, 
and offstreet parking will be provided next to new buildings. A community- 
facilities building will be constructed near the school to serve all age groups 
in the community. Shopping facilities and surface transit routes are available 
along the periphery of the area. 


ADVANTAGES OF PLAN 


Although admittedly the project is an experimental one, Miss Elizabeth Wood, 
executive secretary of the authority, sees a long list of advantages in both the 
principles behind it and the physical plan: 

1. Initial costs, which it is estimated will come to $15 million, are about $6 mil- 
lion under an estimate for total clearance and rebuilding with public housing. 
And, although total clearance would yield more units, the combination public 
housing-rehabilitation-conservation plan will result in a number of badly needed 
4- and 5-bedroom dwellings for large low-income families, the cost of which 
would be almost prohibitive with new construction. 

2. Demolition of only part of the buildings on the site will carve out spots of 
blight and at the same time give owners of good homes in the neighborhood 
assurance that their investments will be protected. 

3. Relocation of site families will be minimized and hardship for many fam- 
ilies avoided. 

4. The institutional appearance of large public housing projects will be 
avoided because the public units will be scattered throughout the neighborhood. 
Moreover, the isolation of an economic group in one neighborhood will be avoided. 
5. The total housing supply will not be reduced. 

6. The physical plan can accommodate additional new construction by stages 
and, as needed, will permit the replacement of individual buildings with new 
ones of conventional types, such as single-family dwellings and row houses, or 
elevator buildings. 
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FHA APPROVAL 


con- Not only better maintenanec of dwellings, but also an increase in property 
sing values in the neighborhood is foreseen as a result of the authority 8 renewal plan 
the by John Nystul, Assistant FHA Commissioner. Mr. Nystul, inspecting it for 

; FHA Commissioner Guy T. O. Hollyday, predicted that the authority’s modern 
apartment buildings would increase the value of remaining structures suffi- 
the ciently to make them sound investments for FHA guaranteed loans. He called 
the New Rockwell plan “the most advanced in the country for saving our old 


> ho 


7 neighborhoods.” 
Mr. Ratns. The next witness is Mr. Ira J. Bach, executive director, 
Chicago Land Clearance Commission. 

Come around, Mr. Bach. I know you have attached to your state- 
bor- ® ment certain information which I assume you will include only for the 
rial = record, and give us just your statement. 

— Mr. Bacu. Yes. 

, Mr. Rats. I am talking about this letter. 
nce . Mr. Bacu. I will read the letter, if you wish. 
Tall Mr. Ratns. No, that will be too long. I suggest you read your 
~ sad statement, and we include in the record a letter from the Chicago Land 
ted = Clearance Commission, addressed to Mr. Howard S. Perrill, at the 
om % conclusion of your statement. 

q Mr. Bacn. All right. 
omg Mr. Rarns. You may proceed, Mr. Bach. 

‘ve | )-s STATEMENT OF IRA J. BACH, EXECUTIVE DIRECTOR, CHICAGO 

a9 LAND CLEARANCE COMMISSION 

= Mr. Bacu. Honorable Chairman and honorable members of the 
ies, ® subcommittee, since Mayor Daley and Coordinator Downs have given 
ity- ® you Chicago’s general policy and major objectives, I am going to con- 
~ fine my remarks to specific recommendations, the same as General 

Kean. 
Mr. Ratns. Thank you. 

E Mr. Bacu. The Chicago Land Clearance Commission, acting for 
od. ™ the city of Chicago, has seven slum clearance and redevelopment 
he = projects in operation today. There is one project presently under 
consideration by the city council and State housing board. There are 
= ® eight other areas under consideration, for which the Federal Gov- 
lic ™ ernment has been requested to approve budgets for advance planning. 
led The projects now underway total 316 acres, with a total gross project 
ch ® cost of $42,950,000, and a net project cost of $34,242,000. 


q The Government will pay $22,177,000 of the net cost in the form of 
ms = capital grants. 
q The project pending before the city council, plus the 8 others now 


m- under consideration, will comprise 753 acres, a total gross project cost 
7 ® of $52,872,000, a total net project cost of $38,765,000, and will require 
dd. ™ $25,844,000 of Federal capital grant funds. 

dl. Chicago has been working closely with the Slum Clearance and 


Urban Redevelopment Division, and its successor Urban Renewal 


o ™ Administration, of the Housing and Home Finance Agency, since the 
ned 4 passage of the Housing Act of 1949. 
; My comments with respect to the operations of the Urban Renewal 
™ Administration, therefore, reflect some 6 years of experience in deal- 


ing directly with the representatives of HHFA. They are as follows: 
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1. In the administration by HHFA of a Federal grant-in-aid pro- 
gram, our experience to date has been that the Urban Renewal Admin- 
istration strives for a degree of supervision apparently not practicable 
in view of the staff available to URA to do the job. Our ideas on 
this matter are stated in some detail in a letter recently dispatched to 
the General Accounting Office in response to a request for information 
on specific matters. In the interest of saving time, a copy of that 
letter is attached to this statement. 

2. A 4- or 5-year program of federally assisted, low-rent housing is 
most desirable so that local public agencies involved in urban renewal 
—the Chicago Land Clearance Commission, Community Conserva- 
tion Board, School Board, Department of Public Works, Building 
Department, and so forth—can rely upon an accurate estimate of the 
low-rent units to be available for displaced families who cannot afford 
privately owned standard accommodations. 

3. Amendments to the Federal law are desirable in order to promote 
the utilization of slum or blighted areas for the uses to which they 
are best suited. At present the law is largely directed toward the 
improvement of housing conditions and with certain exceptions re- 
quires that the clearance site either be in housing use prior to clear- 
ance or be redeveloped with housing. The act provides that in order 
to redevelop a project for nonresidential purposes it must be “clearly 
predominantly residential” prior to redevelopment. 

Recently the Urban Renewal Administration announced that the 
term “clearly predominantly residential” means that 60 percent of the 
land must be in use for housing. 

Obviously, some of our most seriously blighted areas are difficult 
to qualify because there is such a mixture of land uses that less than 
60 percent of the area can be ascribed to residential uses. Just as 
obviously, this kind of interpretation tends to defeat the purpose of 
the law inasmuch as some of these areas are ideally suited for non- 
residental development and in their present condition contain some 
of the worst slum housing in the city. 

The Federal law was amended at the last session of the Congress 
to permit loans for blighted vacant sites to be redeveloped for non- 
residential purposes. From the standpoint of a total urban renewal 
program, as well as from the point of view of sound municipal finance, 
it is just as important to make blighted vacant areas available for 
nonresidential development as it is to make them available for resi- 
dential development. 

4. Inasmuch as my deputy, Mr. Phil A. Doyle, is going to make a 
statement on the 220 provisions of the National Housing Act, I am 
only going to mention now that 220 or similar legislation is most im- 
portant to urban renewal projects. 

5. The problems of relocation of displaced merchants in slum-clear 
ance projects will be presented to you later by one of our altermen. 
We are, of course, sympathetic with these persons but have no legal 
authority to financially assist commercial tenants. 

6. The 10-percent limitation for each State’s financial participation 
in the urban renewal program has been discussed by Coordinator 
Downs. I should like to add that we are in accord with his suggestion 
that the limitation be removed and that the HHFA Administrator 
be given discretion in allocating funds to localities on the basis of 
need. 
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In conclusion, it seems to me that the Nation’s localities have placed 
great hopes on the urban renewal program. The potentialities of 
conserving whole neighborhoods and redeveloping others has caught 
the imagination of many mayors, city councilmen, business and civic 
leaders alike. The aver age citizen, property owner and tenant also, 
is well aware of what this program offers. It follows then that it is 
mandatory that the HHFA provide the means to accomplish these 
objectives through revised administrative procedure wherever new 
legislation is unnecessary. Wherever new legislation is called for, I 
believe this committee will make the ne ‘essary recommendations. 

(Letter of October 28, 1955, to Mr. Howard 8. Perrill, follows :) 


Cnicaco LAND CLEARANCE COMMISSION, 
Chicago, Ill., October 28, 1955. 


Mr. HowArp 8. PERRILL, 
Regional Audit Manager, United States General Accounting Office, 
United States Custom House, Room 1002, Chicago, Ill. 

DEAR Mr. PerRILL: This is in response to the request in your letter dated 
October 10, 1955, for our written comments on critcism of the operations of the 
Urban Renewal Administration, Housing and Home Finance Agency, as those 
operations affect this commission. 

Our comments are enumerated in the same order as your questions are listed 
in your letter. 

(1) Are the LPA’s operations delayed because of lack of proper instructions? 
For example, is the LPA manual useful, current, verbose, repetitive, etc.? 

Our operations are impeded not so much by the Urban Renewal Administra- 
tion’s failure to furnish detailed instructions as by the fact that that Agency 
often appears unwilling or incapable of interpreting its instructions as necessary 
to be practicable in view of the local problem. This is to say that it appears 
to us that regulations of a Federal agency for a nationwide program should be 
directed toward the achievement of basic objectives and not toward minute 
specifics which cannot reasonably be expected to be applicable to a particular 
locality’s problem. As an illustration it is noted that the policy on land dis- 
position promulgated in the URA’s manual, Policy and Requirements for Local 
Public Agencies, appears to be interpreted by the regional office as constituting 
an inflexible set of specific regulations rather than as a statement of policy 
with which there could be compliance even though the specific procedures varied 
from locality to locality. 

Realizing that it is much easier to criticize than to create we are somewhat 
reluctant to comment adversely on the Manual of Policy and Procedure for 
Local Public Agencies. It does appear that the manual would be much more 
useful if it were more concise and if there were omitted from it the kind of dis- 
cussion which more properly might be included in technical bulletins issued for 
the purpose of disseminating general educational material. 

(2) Have the LPA’s project operations been hindered because of unnecessary 
delays on the part of the URA? If so, kindly supply us with specific instances 
to support this point. 

In our judgment the long delays on the part of URA are probably not un- 
necessary if it is assumed that URA is justified in its basic practice of review- 
ing and passing judgment on as many of the LPA’s operations as it has to date. 
By this we mean that URA appears to have bitten off more than it can chew with 
the personnel which can be employed in view of the funds appropriated by Con- 
gress for salaries for URA staff. If URA is to review and pass judgment upon 
each and every operation of the LPA, the administrative cost of Federal super- 
vision would very nearly equal the cost of local administration of a project. 
We submit that this is not economic and that neither Congress nor the general 
public would approve of it. 

There are a very large number of instances in which delay on the part of 
URA has caused us great inconvenience and resulted in extremely unfortunate 
relations with local officials and other persons interested in the urban re- 
hewal program. In this connection it is noted that the record would prob- 
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ably be much worse than it is had we not maintained a steady pressure on 
URA officials to speed up their decision-making processes. We suspect that our 
contribution to their record in this regard is not properly appreciated. In 
fairness it must be said that we maintained the pressure in the hope of ex- 
pediting our own work. One example of a long delay will serve to illustrate 
our point. In discussions and correspondence with URA, or its predecessor, 
the Division of Slum Clearance and Urban Redevelopment, regarding the capital 
grant contract for project No. UR Ill. 6-2, the Federal agency’s concern over 
conforming to the redevelopment plan, certain property not to be acquired in 
the project area resulted in a substantial delay. After we had executed a 
capital grant contract and begun the purchase of land in the project area, we 
submitted to URA a proposed contract between the commission and one of the 
owners of property to be conformed to the redevelopment plan. This proposed 
contract was to be executed by a Mr. Albert Alvarez and the commission. It 
was submitted on July 1, 1955, and to this date the Urban Renewal Administra- 
tion has not advised us that we can proceed. We do believe that the problem 
will be settled in a few days inasmuch as we recently received a letter from 
URA suggesting certain changes in our proposed contract. We responded to 
URA’s request promptly as we attempt to do in all instances of this kind. 

(3) Are there any URA policies or proceedings which appear to need im- 
provement? If so, kindly give us your suggestions. 

As you no doubt recognize, your last question is an extensive one. In gen- 
eral it is noted that we do not object to most of the decisions finally reached by 
URA. Our problem is the time required to reach the decision and to notify us. 

As noted above we think it an absolute necessity that URA not attempt to 
specify precisely how each and every action should be taken. Obviously in the 
administration of a Federal-aid program URA must establish general policies 
and require that the procedures employed by LPA’s be such that the end result 
accords with the general policy. As noted above the URA manual chapter on 
disposition is a g@éod illustration of the inflexibility which results from require- 
ments that are minutely specific. 

There is one general area in which we feel that the URA policy is a very 
serious handicap to the LPA which is using its own funds for planning pur- 
poses but which desires that funds expended for planning be included in the 
cost of a project for which a capital grant contract is executed. Possibly the 
Urban Renewal Administration would say that its policy in this regard cannot 
be changed unless the Federal law is amended. In that case it appears to us 
to be the duty of the URA to so recommend to the Congress. We refer to the 
fact that after we apply for a letter to proceed with planning to be financed 
with local funds URA engages in a long review process—in most respects a dual 
review since both the regional office and the central office of URA examine the 
application in detail. It is only after the completion of this review process that 
we receive a letter to proceed and, more important, it is only after we receive 
that letter that our planning expenses are eligible for inclusion in the cost of 
a project. In spite of this fact the letter to proceed specifically states that our 
planning expenses are not chargeable against any federally aided project except 
the prospective one and then only in the event a capital grant contract is exe- 
euted for that project. We do not object to this sort of letter but we do believe 
that if such a letter is to be written by the URA it could be written upon the 
receipt of our application or, as an alternative, that planning expenses incurred 
after the submission of the application for a letter to proceed could be declared 
eligible for inclusion in the cost of a project on which a capital grant contract 
was ultimately executed. 

If we can furnish you additional information, please let us know. 

Very truly yours, 
Tra J. Bacn, Executive Director. 


Mr. Ratns. Mr. Bach, you put your finger on the sore spots all 
right, and the ones that need attention. However, this committee 
and the Congress, as you know, is faced with certain practical mat- 
ters, and one of those is that originally in the minds of the Congress, 
I am quite sure, I believe in the minds of the people generally, the 
original purpose of slum clearance was to clear slums for housing; I 
mean for homes. Of course under the urban renewal program we get 
a little bit different concept, so I would like to ask you this question: 
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Knowing that the Congress will not likely put the emphasis on the 
way it should be done, do you think we should put more emphasis in 
urban renewal on clearing residential blighted slums or on the more 
industrial sections ? 

What is your idea ? 

Mr. Bacu. Well, Mr. Chairman 

Mr. Rarns. Of course if we could do both, it would be better, but 
that is a little difficult. 

Mr. Bacu. You took the words out of my mouth, because we feel 
we have as much of a stake in clearing our slums for both purposes, 
for residential as well as nonresidential ; that they are both important ; 
that we need to supply areas where employment is available to our 
people as well as having residential areas where they can live and 
be near their employer. 

Mr. Rarns. Then one other question. 

I note on recommendation 6—I first should like to tell you that I 
believe it would be wisdom for the Congress to have a full 5- or 6-year 
program. ‘That also is difficult in the light of the exceedingly diffi- 
cult program we face in the Congress. It is sometimes difficult to get 
it for 1 year ata time. But I hope we can achieve a longer time than 
just 1 year. 

Now, on No. 6, just why do you make that recommendation? You 
realize, of course, that the Congress is made up from people of all 
States, and one of the things they frequently say is this program has 
to have nationwide application. 

Do you think it would be safe to take off all limitations? Wouldn’t 
the program center almost completely in the States where they have 
the major metropolitan areas, if you took off all limitations? 

Mr. Bacu. Well, sir, I suggest that it be placed at the discretion 
of the Housing and Home Finance Agency hastniaasies for the rea- 
son that I believe he would be in the best position to know specifically 
those areas in which the greatest need was at that specific time. I 
believe that the fact that from year to year some of the problems re- 
solve or change in certain sections of the country; also, there are 
some States that have no legislation to permit participation in the 
urban renewal program. 

Mr. Ratns. You realize, of course, that Congress is always hesitant 
to give that much authority to any administrator as to say here is a 
nationwide program, but if you want to, you can put it all in 1 State, 
2 States, or 3 States. 

Don’t you really believe if we made the recommendation to take off 
all limitations, that it might kill the goose that laid the golden egg in 
Congress; that they might destroy the program completely. 

Mr. Bacu. Well, if there was to be a limitation, I would suggest 
that it be 20 percent instead of 10. 

Mr. Rains. That might be more in line. 

Mr. Apponiz1o. Could I ask a question ? 

Mr. Rarns. Yes. . 

Mr. Apponizto. Mr. Bach, I believe earlier you heard me make some 
reference to the fact that very severe criticism was leveled against 
Chicago when we were in Los Angeles. | 

Mr. Bacu. Yes, sir. 

Mr. Apponizio. Of course, along with the statement that I made 
about the tremendous amount of money being spent in this city on 
this urban renewal program, one of the things they criticized was that 
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here in Chicago they were using a sort of bulldozer method in clearing 
this land; that they felt a more practical method would be rehabili- 
tating some of the housing already on the land. 

I was wondering whether that was the case or whether you would 
have any comment to make along those lines. 

Mr. Bacnu. Well, sir, we have areas which we consider are uneco- 
nomic to rehabilitate and conserve. If the committee had the time, I 
would be very pleased to show you some of these areas where you 
would certainly agree that they are beyond rehabilitation, beyond 
the point where it is at all economic to do any physical changes in 
them. 

Mr. Apponizio. The fact remains that in areas where you can re- 
habilitate housing, you do it. 

Mr. Bacu. Oh, yes, very definitely, sir. 

Mr. O’Hara. Mr. Chairman, I am sor ry that the committee will 
not have the time to make a tour of Chicago. I hope that we can 
return at some other time so that the members of the committee can 
see the extent of these redevelopment plans. 

Now, I wonder, Mr. Bach, is there a map there where you could 
point out to the committee the areas of the present projects ? 

Mr. Bacu. Yes, sir, I believe I could. 

Mr. O'Hara. It would take only a minute to show them. 

Mr. Bacu. Certainly. 

Mr. O'Hara. Point out what you are doing on the South Side and 
the Hyde Park area. 

Mr. Bacu. Yes, sir. 

Is this clear to you gentlemen ? 

Mr. Rains. Those are maps of your proposed redevelopment, is 
that right ? 

Mr. Bacn. This is the central south side of Chicago, this being 
Lake | indicating }. 

This is 2600 south, and this is South Parkway, a major boulevard, 
and this is the Outer Drive. 

I think that will orient you as to location. 

Up here is one of our projects known as the Michael Reese project. 
This is one of our local privately endowed hospitals which has been 
in this location for over 50 years, and where eventually slums devel- 
oped around the hospital, and they have had a major program of 
clearing and rebuilding for some time. 

The city land clearance commission have a project for clearing 
the land for institutions as well as housing purposes. 

Mr. O’Hara. You will have a number of different things in that 
area. Would you briefly tell the committee just what will be there? 

Mr. Bacu. About a thousand new apartments in the Michael Reese 
area. 

This is our Lake Meadows project, which has 2,000 apartments now 
under construction, about 600 of which are completed, a shopping 
center, a new elementary school, a new city park, as well as the expan- 
sion of an old existing church. 

Over here we have our Illinois Technological Institute project, 
which I mentioned before as being before the city council. 

In addition we have project 6, this large area from South Park or to 
State Street and down here to 26th [indicating]. 





INVESTIGATION OF HOUSING, 1955 63 


We hope to have another 2,000 apartments in here. We are clear- 
ing land for 600 units now in project 6—A. 

Mr. Barrerr. Which are the slums and the blighted areas? 

Mr. Bacu. The whole area from up here to down here has been de- 
termined as a slum area from time to time by the city. 

Mr. O’Hara. I think, Mr. Bach, you should get in the number of 
substantial buildings you will have to destroy to clear that area. You 
have that problem. It is not all slum property. There are some good 
buildings you will have to raze with the others. 

Mr. Bacu. Unfortunately, that is true, Congressman. From time 
to time in these rather large slum areas we do find 1 or 2 buildings 
that are standard and in order to prepare a site for a new redevelop- 
ment project, it is sometimes necessary to clear that building. 

Mr. Barrerr. Could you answer this question: Do you consider 
all your blighted areas as slum areas ? 

Mr. Bacu. Yes, under our local statutes the term is the same. I 
was going to say that under our new program, these eight new proj- 
ects that I mentioned earlier, they are going to emphasize conserva- 
tion of areas where our clearance projects will be a part of a larger 
conservation and renewal program, rather than the whole large ares 
being cleared; the clearance will be pockets of blight. A good ex- 
ample is down here in Hyde Park. 

Mr. O’Hara. That is in the great Second Congressional District. 

Mr. Bacu. Yes, this in Congressman O’Hara’s district. This is our 
Hyde Park project, which is in the dark blue down here. 

It is only a 47-acre site, which is part of a vast conservation area, 
which stretches from 47th Street clear down beyond the Midway, the 
University of Chicago, and from Cottage Grove, Washington Park, 
clear over to the lake front. That is where the conservation will be 
made for conservation and urban renewal by all of the city agencies 
that will be mentioned here and will speak to you later. 

Our emphasis here is a small portion of clearance of this pocket of 
blight to enable the total area to be conserved. 

Mr. Rarns. What is this other map over here, northwest and central 
redevelopment ? 

Mr. Bacu. This is an area on the near West Side, which shows the 
Congress Expressway going west, this being north at the top. This 
is the new north-south route of the expressway system, and the Con- 
gress Expressway which runs east and west. 

This is part of our vast new superhighway program. 

Between Polk Street and Roosevelt Road and the railroad tracks 
here, canal, and over to the South Expressway we have our first 
clearance project, which will be made available for nonresidents to 
use, for light industrial use. We have had a tremendous interest 
by realtors and industrialists here in Chicago, who find a great need 
to locate close to the downtown section for a distribution type of 
industry, as well as those that Mr. Downs and the mayor referred to 
who are being displaced as a result of this huge superhighway pro- 
gram. That is why we are so concerned about having the statute 
revised to make it possible that these areas that are slums not have 
to be residential when they are cleared. We think it doesn’t matter 
because they are only suitable for this kind of use. They are not 
suitable for residential use by any stretch of the imagination. 
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As you can see, there are railroads, superhighways, and it is sur- 
rounded by other manufacturing areas. 

Mr. Apponizio. If this is industrial, don’t you think the people 
that own these factories, and so forth, could do something about re- 
habilitating that area themselves? 

Mr. Bacu. Those that are in there now we will help to remain by 
making additional land available to them to expand their own build- 
ings and also to have parking space available. 

Mr. Rains. Well, is it just the desire to find a new industrial site 
for industry or is it the purpose actually to clear some needed, neces- 
sary blight? 

Mr. Bacu. That is the major purpose, to clear slums. 

Mr. Rarns. You realize Congress will be hesitant to go into any 
project that is only interested in getting new additional sites for 
industry. 

Mr. Bacu. Heavens no. Here is a site here for residential use 
just opposite this industrial site which will make it possible for work- 
ers to live near, about where there are places of employment. How- 
ever, I wanted to make this statement : 

In our condemnation suits we have had these cases taken before the 
Tllinois Supreme Court 10 or 11 times, and in each case the Illinois 
Supreme Court has upheld our position that a public purpose was 
served by the clearance of these areas regardless of the use to which 
they are put. 

Mr. Barrerr. You are interested in eradicating fire hazards as 
well? 

Mr. Bacn. Yes. 

Mr. Downs. Could I make a statement with respect to this, Mr. 
Chairman ? 

Mr. Rarns. Yes. 

Mr. Downs. I think there is one thing the committee ought to give 
serious consideration to, and that is if we take the course of our cities 
and simply place in the course of these cities a complete 100 percent 
slum-clearance housing, we will have done a disservice to these cities 
in the long run. 

For example, in the near West Side area, which Mr. Bach points out 
to you, we have in excess of 6,000 units of public housing, all of this 
high-rise stuff that we want to get rid of that we want to be able to 
do at lower density, but if we put a core of low-income people in our 
cities, we are not doing a good planning job. We shouldn’t get these 
ghettos whether they are based on income, race, or any stratification 
of people at the centers of our cities because this will tend to crystallize 
these cities in a form which all planners today know shouldn’t exist. 
We should have the leaven of higher income people, lower income peo- 
ple, and something for those people to do in these cities. Otherwise, 
we will produce a ring of industry around our cities with high-income 
families beyond that, and low-income families in the city. It just 
doesn’t make long-term good American sense, and I think we ought 
to think about that. 

Mr. Rats. Very good, sir. 

Mr. Yates. Well, are they doing that? 

Mr. Downs. I think under some of the provisions we are operating 
under now, we are tending to do that, and I think it is time that we 
thought about it. 
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Mr. Yates. Well, what do you have in mind, Mr. Downs? I agree 
with your statement. 

Mr. Downs. If you will look at the near south side, which I think 
is an ideal situation, you have institutional, you have high-income 
apartments, you have lots of low-income apartments, you have a com- 
munity that is balanced as between cultural, incomewise, people of 

varying economic strata. 

Because if we build a public-housing city in the core of our town, 
we are not doing the community any good or the people in it in the 
long run. 

Mr. O’Hara. In the general area where the Lewis Maternity Hos- 
pital is located, there you have a hospital and you have some public 
housing, and going a little farther south, you have a number of plots 
being developed for occupancy by the Lllinois Institute of Tech- 
nology. 

Mr. Downs. That is right. 

Mr. O’Hara. I understand private industry is putting considerable 
money into the Institute to furnish the Nation with more engineers 
and more skilled professionals. It is all a coordinated plan. You 
are not reaching out to get new sites for industry. You merely are 
revising an entire area so that every segment of the economy is pro- 
vided for. 

Mr. Downs. Right. We don’t want to do a site-relocation or a 
land-acquisition job for industry on the basis of the favor being done 
for industry, but we do want to maintain a reasonable balance between 
a sound and dynamic society in which we have all elements of the 
society in the way that we think is normal to our whole philosophy. 

Mr. O’Hara. Perhaps it is illustrated by the Hyde Park-Kenwood 
project. 

Mr. Downs. That is right. 

Mr. O’Hara. There are certain small businesses there. They will 
have to be relocated. You don’t know where they are going as yet, 
but you have to provide new sites for businesses now existing in the 
area. 

Mr. Bacu. That is right. 

Mr. Rarns. I wish we could take longer, gentlemen, but our time 
is moving along. 

Thank you very much for your help and assistance and the very 
valuable contribution you have made. 

Mr. Bacu. Thank you, Mr. Chairman. 

Mr. Rarns. The next witness is Gen. Richard Smykal. 

Come around, General. 

Identify yourself for the record, and you may proceed. 


STATEMENT OF GEN. RICHARD SMYKAL, CHAIRMAN, COMMUNITY 
CONSERVATION BOARD OF CHICAGO 


General SmyKat. My name is Richard Smykal. I am the newly 
appointed commissioner of the Community Conservation Board of 
Chicago. 

Mr. Chairman and gentlemen of the committee, while I am most 
appreciative of this opportunity to present my views at this hear- 
ing, I do so mindful of the short period of some 60 days which I have 
been on this job. Under the circumstances, I shall prefer to confine 
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my remarks to a brief statement about the status of the Community 
Conservation Board’s principal programs, and some comment about 
the impression which I have acquired during my short tenure. 

As you may know, the Community C onservation Board of Chicago 
is a newly constituted agency which has been set up by the mayor 
and city council, under ‘the provisions of the Illinois Urban Com- 
munity Conservation Act of 1953, as amended. This enabling legis- 
lation—the first of its kind in the Nation—places broad means at the 
disposal of this board, including the power of eminent domain for the 
accomplishment of effective urban conservation programs. ‘These 
powers have very recently been tested in our courts and, consequently, 
we are now in the process of organizing the agency to undertake a 
considerable increase in activity. 

To date, one significant program, that of the Hyde Park-Kenwood 
conservation area, has been committed for Federal aid, and the de- 
velopment of a comprehensive plan is under way. 

Applications for Federal participation in a second project, the Near 
West Side conservation area, will be ready for presentation to HHFA 
within a matter of the next few days. 

In addition to these, eight other community conservation projects 
have received preliminary consideration and analyzing, and it is as 
a result of my personal contact with the representatives of these 
neighborhood groups that the following comment is made: 

Prompt steps should be taken to inform and educate the public 
about the necessity for urban conservation, its effect upon the indi- 
vidual, the significance of citizen cooperation, and the means avail- 
able to do the job. We must take advantage of every assistance from 
such agencies as ACTION (The American Council to Improve Our 
Neighborhoods), and others, to accomplish this dissemination of in- 
formation, and in doing so I believe we should all adopt the positive 
rather than a negative approach. 

The “self-help”’—the “what Mr. John Q. Public wants is the dom- 
inating factor in our programing”—the “Let’s preserve all this that 
we cherish in our neighborhood”—are positive attitudes we should 
stress. 

I have sensed that the average citizen dislikes or actually resents 
the use of such words as “slums,” “blighted,” “cancerous,” “demoli- 
tion.” “condemnation,” and “violation” in the Pisa As of a conser- 
vation program for his community. He seems almost afraid of what 
might happen to him if he turns the planners loose on himself and 
he sometimes thinks that the status quo may be the safest objective 
for him toembrace. Obviously we need citizen support and the hope- 
ful picture will get a better result. 

While we acknowledge the fact that the preparation of comprehen- 
sive conservation plans requires time to do so, it seems to me that we 
should devise methods to phase our programs so that some accom- 
plishments become self-evident at the earliest possible time. We in- 
tend to prepare a simple initial plan for each conservation area which 
will take advantage of self-help programs and promptly improved 
municipal services, while a more comprehensive plan is being pre- 
pared for the neighborhood. We think this will stimulate ‘public 
support and cooperation. ; 

It seems that a great deal can be done to solicit the enthusiastic 
support of our real-estate boards, organized labor, the construction 
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industry, and our financial institutions. Their participation is an 
essential ingredient for the success of our conserv: and 
certainly can be legitimately profitable to them as well. In this con- 
nection, a more ready availability of mortgage financing for multiple- 
dwelling rehabilitations is a significant requirement. 

Because of the many public agencies involved in the redevelopment 
and implementation of each conservation plan and program the ut- 
most effort must be made at every step to expedite actions toward a 
final result. 

Unless we can ruthlessly cut redtape and work together with the 
presumption of integrity and mutual confidence in what we are doing 
we shall be doomed to bog down in a quagmire of delays. 

We are traveling unexplor ed and uncharted areas where timidity 
spells defeat. We can win with forthright action. 

Thank you very much. 

Mr. Rarns. A very fine statement, General. 

Let me ask a question first of Mr. Downs. 

Are we later going to have someone to testify before the committee 
who will discuss in detail the needs for financ ing 220 programs? 

Mr. Downs. Yes, we are. 

Mr. Rains. All right, Mr. O’Har: 

Mr. O'Hara. That was a splendid statement you made, General. 

We are seeking here in Chicago to attain our objectives through 
the cooperation of all the citizenry. I think you have done a tremen- 
dous job in bringing about better understanding on the part of our 
citizens so we will have a completely united front in faci ing our hous- 
ing problem. I appreciate your appearing here very much. 

General SmyKau. Thank you very much. 

Mr. Rains. Any questions ? 

Mr. Barrerr. How do you contemplate evaluating the goodwill of 
business as well as the valuation of the property ? 

General Smyxau. Of course the principal objective of my agency 
is in the direction of conservation as such, which does not. contem- 
plate large-scale slum-clearance activity or anything like that. 

However, there are certain, we will say, blighted areas within a 
designated conservation area which may require condemnation and 
elimination in the overall plan. 

As a matter of clearing areas the conservation board works with 
the Chicago Land Clearance Commission of which Mr. Bach is the 
head. He has told you of some areas within the larger conservation 
areas which he has undertaken to clear for reuse. However, our 
board does have the right of eminent domain to condemn certain 
properties and acquire them. I believe that one of our aldermen will 
describe that function in detail in one of his presentations. 

Mr. Ratns. Any further questions ? 

Mr. Murray 

Mr. Murray. Actually, the community conservation program, the 
program is designed for conservation of residential areas rather than 
having anything to do with business. 

General SaryKAL. That is right. 

Mr. Murray. And the only exercise that the power of eminent 
domain contemplated was within conservation areas where the com- 
munity itself prepares a plan for conservation and the plan is ap- 
proved by the city council and if the plan involves, shall we say, off- 
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street parking and recreational facilities, that is the intent of the use 
of eminent domain: isn’t that right ? 

General Smyxav. That is principally so, yes. However, there is 
one correction I would like to make in the statement you have just 
made, and that is that the comprehensive plan is prepared under the 
supervision of this board rather than in the community by the com- 
munity itself. 

Mr. Murray. Doesn’t the plan generate from the community itself? 

General SmyKa. Yes, sir. 

Mr. Murray. So the community actually itself prepares the plan 
and then it is brought before a plan for the entire city, is that it? 

General SmyKau. Not exactly. After repeated conferences, the in- 
dication of the citizenry in that area is made as to what is wanted, 
and we try to conform, coordinating our effort with the planning 
commission, and other agencies in Chic: ago, but the actual production 
of the plan, the delineation of the plan is handled in our own facilities. 

Mr. Murray. Well, isn’t it primarily the intent of the community 
conservation, the intent merely to conserve neighborhoods rather than 
to make the neighborhood fit into an overall plan? 

General Smyxkau. I agree with you in principle, but my point is 
that the physical plan is being prepared under the auspices of our 
own agency, and within our own office structure. We are the ones, 
the community conservation board has the staff to prepare these plans. 
We don’t look to the separate communities to build up that sort of 
capability and then turn over a plan tous. We work with them in the 
formation of the plan. 

Mr. Murray. But isn’t the essential intent of the plan rather a plan 
to conserve a particular neighborhood than to change the completion 
of the neighborhood ? 

General Smyxkau. That is exactly right; yes, sir. 

Mr. Murray. Thank you. 

Mr. Ratns. Thank you, General, for appearing. That was a very 
fine statement. 

That puts us through on schedule. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:05 p. m., the committee was recessed until 
2 p. m.) 

AFTERNOON SESSION 


Mr. Rains. The committee will be in order. 

Mr. Simmons, come around, take the witness chair, and identify 
yourself for the record, and you may proceed. We are glad to 
have you. 


STATEMENT OF BOYD J. SIMMONS, CHAIRMAN, INDUSTRIAL COM- 
MITTEE, CHICAGO ASSOCIATION OF COMMERCE AND INDUSTRY 


Mr. Stwmons. Thank you, sir. 

Honorable Chairman Rains and members of the Subecommitee 
on Housing: My name is Boyd J. Simmons, and I am appearing as 
vice president for industrial development of the Chicago Association 
of Commerce and Industry, and as chairman of the association’s in- 
dustrial development committee. 
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This is a civic assignment, and I make my living as vice president 
of the Continental Illinois National Bank & Trust Co., of Chicago. 
Appearing with me to take part in the discussion following my pres- 
entation are Mr. Frederick T. Aschman, executive director, Chicago 
Plan Commission, Mr. Phil A. Doyle, deputy executive director, Chi- 
‘ago Land Clearance Commission, and Mr. George R. Mitten, director 
of industrial development for our association. 

In behalf of the association, I wish to thank you, Chairman Albert 
Rains, and your colleagues for your courtesy in inviting me to appear 
before you to discuss the slum clearance and urban renewal program, 
with special reference to the limited Federal financial assistance made 
available under section 106 (c) of Public Law 345, 84th Congress, for 
use in connection with the redevelopment of nonresidential uses of 
blighted vacant areas. 

Our association, as well as many other important civic groups, is 
much concerned with the needs for such redevelopment, and we ap- 
preciate the opportunity thus afforded to discuss the matter with you. 

The purpose of our testimony here today is to seek your approval 
and assistance in broadening the Federal Housing Act so that grants 
as well as loans, amounting up to 5 percent of the total funds allo- 
‘ated to any city under the act, may be applied toward nonresidential 
development, thus the salvaging of blighted vacant lands suited for 
industrial purposes. Amendments to the Housing Act in the first 
session of the 84th Congress made provisions for loans up to 244 per- 
cent of such total for such development, but did not provide for 
grants. 

It should be clearly understood that my presentation today refers 
only to the application of funds made available under the Federal 
Housing Act, and does not deal with the overall appropriations which 
ure or may be made available under the act. 

First, I should like to tell you briefly what our association is, what 
it does, and how it cooperates with both local and Federal agencies 
working for the betterment of Chicago and its metropolitan area. 

The € ‘hicago Association of Commerce & Industry is a nonprofit 

organization ‘and has a membership of several thousand representa- 
tives of commerce, industry, and the professions. The association ac- 
cepts major responsibility for leadership in the business and civic life 
of Chicago and the metropolitan area. It is dedicated to making this 
area a better place in which to live and do business and to providing 

valuable services for its members. 

The officers and directors of the association are recognized leaders 
in their respective fields and represent all types of commerce, industry, 
and the professions. Working under their general direction are 
nearly 100 men and women who make up the association’s headquar- 
ters staff. Theirs is a wide diversity of talent, training, and ex- 
perience devoted fulltime toward making the Chicago area an increas- 
ingly vital center of commerce and industry and a community of which 
its citizens must be proud. 

Specialized committees selected from the association’s membership 
give leadership and general guidance to the association’s departmental 
activities in the fields of transportation, waterway and port develop- 
ments, community improvements, legislation, domestic commerce, 
world trade, housing, labor relations, ‘health and welfare, education. 
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civic affairs, industrial development, and urban renewal and re- 
development. 

Work done by our association over a period of nearly a decade prior 
to 1947 prepared the way and helped to establish the pattern for the 
slum clearance and rehousing program adopted during that year by 
Chicago. 

This program is now re@ognized across the country as one of the 
best in terms of planning for ‘all of the many ramifications which city 
rebuilding entails. 

A former president of our association, Mr. Holman D. Pettibone, 
was chairman of the housing action committee appointed by Mayor 
Martin H. Kennelly, in 1947, to draw up the slum clearance and re- 
housing program adopted at that time. The original program called 
for a bond issue of $30 million, of which $15 million was for slum clear- 
ance, and $15 million for the construction of relocation housing for 
persons displaced by slum clearances. The association urged Chicago 
voters to approve these bond issues, and, as you pr obably_ know, they 
were approved in the November 4 election of that year. The mayor 
also established the Chicago Land Clearance Commission at that time, 
a move recommended by the association in 1945. 

Chicago is one of the few cities to provide local bond issues for both 
slum clearance and relocation housing. Redevelopment activities in 
Chicago encompass a broad range of projects—residential, industrial 
and blighted vacant land. Chicago’s public works program (street 
and highway construction, street lighting, sewer and water-main con- 
struction, and airport development) is proceeding at an unprecedented 
pace. This public works program is, of course, a prerequisite to the 
city’s renewal and new growth—providing for the redevelopment of 
existing facilities and creating new ones as the city grows. 

Postwar industrial development: The Chicago area has enjoyed a 
phenomenal postwar industrial development. Nearly 5,000 manufac- 
turing plants and 460,000 manufacturing jobs have been added since 
1939. It isnot surprising, therefore, that there is an extremely serious 
shortage of land within the city limits of Chicago suitable for indus- 
trial development; in fact, the shortage of land is forcing more and 
more industries that seek to expand or - modernize to move aw ay from 
the city. 

The supply of industrial land in Chicago is greatly exceeded by 
demand. 

It is estimated that the short-run demand for industrial land within 
the city limits of Chicago is in excess of 5,000 acres, and that less than 
4,000 acres are available. Much of the available supply is in adverse 
locations. 

Most of the land now available lies in the southeastern portion of 
the city in the vicinity of Lake Calumet. A large portion of it is low 
and has poor footings for industrial buildings; all but approximately 
140 acres of the 4, 000 acres lies south of Madison Street (mostly in 
quite small parcels). ; 

Tt must be emphasized that the demand is not simply for additional 
new industries, but is created in substantial part by the need for ex- 
pansion or modernization of existing plants, the need for sites by in- 
dustry displaced by public works, slum clearance, and conservation 
activities in residential areas. Also, some industries need sites better 
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suited to their needs than are their present ones. This is borne out 
by the following facts: 

Forty percent of 1,000 major firms surveyed have stated to the 
Chicago Plan Commission that additional land is needed for present 
or planned future operations. 

}ne-fourth of all Chicago industrial buildings are over 40 years 
old. 

One-third of all Chicago industrial establishments are located out- 
side of industrial concentrations—in predominantly residential or 
commercial areas—and many of these are bound to be forced out by 
planned slum clearance and neighborhood-conservation activity. 

There is marked movement out of the central areas, where environ- 
ment is generally poor, to outer sections of the city and to the suburban 
zone. 

Land survey: Recognizing the great importance of providing land 
for future industrial development within the city limits, the Chicago 
Plan Commission surveyed all of Chicago’s nonindustrially zoned 
vacant land. Using the findings of this survey, 12 sizable areas of 
racant or near-vacant land totaling about 1,300 acres were selected by 
the plan commission technical advisory committee on industrial stud- 
ies, with such selections concurred in by our association’s industrial 
development committee, as being eminently suited for industrial use. 

All of these areas are adjacent to railroads or industrial property, 
and all were platted for residential uses but were never developed. 
None of them are suitable for residential development. Their w iliza- 
tion for any purpose is hampered by lost ownership, a great. multi- 
plicity of ownership, obsolete platting and tax delinquency. It is 
difficult, if not impossible, for an individual or firm to obtain clear 
title to enough parcels to comprise an industrial site. Therefore, it 
appears that the only possible way to utilize these lands is for a public 
agency such as the Chicago Land Clearance Commission, to buy 
them, using its power of condemnation, as necessary. 

Under the Federal Housing Act, and the Illinois Blighted Areas 
Redevelopment Act, as constituted prior to this year, the Chicago 
Land Clearance Commission could acquire slum residential areas 
for residential, industrial, or commercial use, but could not acquire 
blighted vacant land for other than residential use. 

Accordingly, early in 1954, the Chicago Association of Commerce 
and Industry and the Chicago Plan Commission decided to see what 
could be done to obtain appropriate amendments to the existing re- 
development acts to permit an agency such as the Chicago Land 
Clearance Commission to acquire them for resale as industrial sites. 

During 1954, with the help of Ilinois Congressmen, such an amend- 
ment (to the then pending Federal Housing Act of 1954, H. R. 7839) 
was introduced in the 83d Congress. This amendment was included 
in the bill as reported by the House Committee on Banking and Cur- 
rency and as passed by the House. However, it was deleted from 
the bill as reported by the Senate Committee on Banking and Cur- 
rency. Therefore, in 1955, efforts were resumed to obtain such an 
amendment. 

Amendment to Illinois Blighted Areas Redevelopment Act: 

In Illinois, in anticipation of action by Congress to amend the 
Federal Housing Act to provide financial assistance for the redevel- 
opment of blighted vacant areas for commercial or industrial uses, 
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our Illinois General Assembly this year amended the Illinois Blighted 
Areas Redevelopment Act of 1947 to permit such development in 
Illinois; and to permit land clearance commissions, created pursuant 
to the act, to exercise the right of eminent domain, as needed, in con- 
nection with the acquisition of such properties. 

This legislation was introduced in the Illinois General Assembly 
with the approval and support of Mayor Haley and official endorse- 
ment by the Chicago housing and redevelopment coordinator, the 
Chicago Land Cle: arance C ommission, and the Chicago Plan Commis- 
sion. Our association was the chief proponent among civic groups. 

Amendment to Federal Housing Act: 

Preliminary to the introduction of another such amendment to the 
Federal Housing Act, the matter was discussed in Washington, D. C., 
with Mr. Albert M. Cole, Administrator, Housing and Home Finance 
Agency, and with other members of his staff, including Mr. J. W. 
Follin, Commissioner, Urban Renewal Administration, and Mr. 
Joseph Guandolo, Associate General Counsel. These discussions indi- 
vated that the legislative history surrounding congressional considera- 
tion of blighted vacant sites was such that it would be desirable to 
meet with Senator Paul Douglas for a discussion of all that is in- 
volved. 

You may recall that at the time Congress approved the Federal 
Housing Act of 1949, the Senator was of the opinion that the Federal 
aid it provided should be limited to the clearance of built-up slum 
and blighted sites and to only those blighted vacant areas which were 
to be developed for residential use and which would in fact be ad- 
juncts to built-up slum and blighted projects. 

Therefore, Messrs. Aschman, Doyle and Mitten, who devote their 
full time to development problems of the Chicago area, were re- 
quested to confer with Senator Douglas on this problem. Both the 
Senator and his administrative assistant, Mr. Frank McCulloch, were 
friendly and cooperative. 

Senator Douglas volunteers to sponsor our proposed amendment: 

After several discussions and interchanges of factual information, 
Messrs. Aschman, Doyle, and Mitten prepared for Senator Douglas, at 
his request, a written statement incorporating the factual information 
they had presented verbally in support of our proposal that certain 
blighted areas be made eligible for redevelopment for industrial pur- 
poses with Federal financial assistance. 

Copies of this statement entitled “Use of Blighted Vacant Areas 
for Industrial Purposes,” are available upon request. It includes 
some additional information on the subject which is not contained in 
this brief statement. 

Mr. Ratys. How long a statement is that, Mr. Simmons? Is that 
the one dated May 25, 1955? 

Mr. Surmons. Yes. 

Mr. Rarns. I think I will let that be incorporated in the record. 
It is a statement entitled “Use of Blighted Vacant Areas for Indus- 
trial Purposes,” dated May 25, 1955. 

Mr. Srmmons. Thank you, sir. 

(The statement referred to is as follows :) 
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STATEMENT CONCERNING USE OF BLIGHTED VACANT AREAS FoR INDUSTRIAL PURPOSES 


It has been proposed that certain blighted vacant areas be made eligible for 
redevelopment for industrial purposes with Federal financial assistance. 

Blighted vacant areas are generally predominantly open land incapable of 
proper development without public action due to tax delinquency or abandon- 
ment, obsolete platting, diversity of ownership or similar reasons. Such areas 
are eligible for redevelopment with Federal financial assistance only if the 
ultimate use is to be residential and if such projects conform to a general plan 
for the sound growth of the community. 

Areas which would be affected by the current proposal are not eligible and 
would not be eligible for redevelopment to residential use since such use would 
not conform to the city plan. 

The current proposal applies to both Federal and State levels. Pertinent legis- 
lation has been introduced in the Illinois General Assembly with the approval 
and support of Mayor Daley and official endorsement by the Chicago housing 
and redevelopment coordinator, the Chicago Land Clearance Commission, and 
the Chicago Plan Commission. The Chicago Association of Commerce and In- 
dustry is the chief proponent among civic groups. 

The reasoning behind the proposal is set forth in more detail later in this 
statement but it may be summarized as follows: 

It is in the interest of the people of Chicago that, as a general principle, all 
land in the city should be put to its proper use according to the city plan. 

The areas involved in the current proposal will, without immediate action, 
likely be subject to a spotty and deleterious development which in effect would 
constitute a spread of blight. 

There is an extremely serious shortage of land in Chicago suitable for in- 
dustrial development, and while the demand is great, unavailability of land 
is forcing industries who seek to expand or modernize to move from the city. 

This movement directly affects the people of Chicago, often requiring workers 
to relocate as plants relocate and always depriving the city of revenue needed 
badly to maintain essential community services. 

As more and more industries come to require modern facilities not now 
available in Chicago, it will become more and more difficult to maintain employ- 
nent levels inside the city. 

The current proposal relates directly to slum clearance since many industries 
have been and will be displaced by public works and redevelopment activity. 

The proposal relates directly to urban renewal and the conservation of neigh- 
borhoods because of the effects on municipal finance and the city’s ability to 
furnish essential community services and facilities. 

The extent of blighted vacant land suitable for industrial redevelopment 

Areas which would likely be eligible for redevelopment for industry under this 
proposal represent only a small proportion of total developable vacant land in 
Chicago. The Chicago Plan Commission has, however, specifically found that 
action is urgently needed to make at least 12 sites totaling about 1,300 acres 
available for industrial use. These sites are, because of the aforesaid charac- 
teristics, unavailable for proper development despite the fact that they are emi- 
nently suited for industrial use, usually being easily accessible to rail sidings, 
major thoroughfares, truck routes, and the labor market. All of the sites are 
logical potential extensions of existing industrial concentrations. 

What failure to develop such areas in a proper manner will likely mean 

Most of the areas which would be affected were originally platted in narrow 
residential lots but have failed to attract development. But while most of these 
lots have fallen into extensive delinquency or have been abandoned by their 
owners or are physically unsuitable for individual building, some parcels remain 
free and clear and buildable. Clear danger exists, therefore, that spotty de- 
velopment may occur, creating badly planned areas having many of the very 
characteristics which the city cites in its condemnation of slum areas. 

If no development takes place, these areas will still remain as barren land 
at least for some time to come. In this state they are unsightly, difficult to 
police, cause undue extension of utilities, and are generally deleterious to adja- 
cent improved areas. Since none of these areas are designated in the city plan 
as residential, action is not now possible through Federal aids or State statutes. 
There is therefore little if any reasonable possibility that other than poor de- 
velopment or no development can take place in the foreseeable future. The 
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proper alternative is believed to be to make these areas available for adequately 
controlled modern industrial development which will be a desirable improvement 
fully compatible with all adjacent uses. 


The supply of industrial land in Chicago is greatly exceeded by demand 

It is estimated that the short-run demand for industrial land in Chicago ex- 
ceeds 5,000 acres with probably less than 3,000 acres available, much of which is 
marked by adverse iocation and small size. It must be emphasized that the 
demand is not simply for additional industry but is created in substantial part 
by the need for expansion or modernization of existing plants, the need for re- 
location of industry displaced by public works and slum clearance, and the desire 
of industry to seek better environment or meet shifting labor-market demands. 
This is borne out by the following facts: 

Forty percent of 1,000 major firms surveyed have stated to the Chicago Plan 
Commission that additional land is needed for present or planned future opera- 
tions. 

One-fourth of all Chicago industrial buildings are over 40 years old. 

One-third of all Chicago industrial establishments are located outside of 
industrial concentrations—in predominantly residential or commercial areas— 
and many of these are bound to be forced out by planned slum clearance and 
neighborhood conservation activity. 

There is marked movement out of the central areas, where environment is 
generally poor, to outer sections of the city and the suburban zone. 

The rate of movement of industry out of the city is a critical problem 

It is a fact that Chicago has managed to hold its own in employment of its 
citizens in the postwar years, there having been a net gain of several thousand 
jobs in the process of industry moving in as against industry moving out, plus 
added employment through expansion of existing plants. 

However, the rate of movement out is likely to continue for some time while 
the rate of movement in may diminish, both in proportion to the depletion of 
land for expansion and new development inside the city. 

While the ability of the city to maintain its industrial employment depends 
in part upon the reuse of plant facilities abandoned by moving firms, this is not 
an adequate solution by any means. Essentially, maintenance of employment 
depends in greater part on an ability to supply land inside the city for modern 
plant construction. It should be noted that such modern construction requires 
much greater land area per worker than did most construction which is now 
obsolete. 

The 12 sites mentioned above would accommodate plants furnishing jobs 
to about 97,000 workers. This figure is, however, little more than the total 
number of jobs which will be moved out of Chicago in the next decade if the post- 
war rate continues. 

(To keep some perspective, it might be noted that this number of workers is 
greater than the total of industrial workers in the Atlanta metropolitan area, or 
about the same number in the Youngstown area.) 


The current proposal is directly related to slum clearance and urban renewal 

The relationship of the need for action in securing additional marketable in- 
dustrial land to the slum-clearance program can be seen in the fact that indus- 
tries as well as people are displaced in this work. In human terms, this amounts 
to displacement of jobs. It is conceivable that without relocation of industries 
in a planned manner the slum-clearance program could be said to be providing 
shelier for families in areas from which their livelihoods have been far removed 
in the same process. 

The extent of job/plant displacement, present and future, in Chicago can be 
illustrated: 

Current construction of the Northwest Expressway will eliminate approxi- 
mately 225 industrial installations, relatively few of which are likely to be able 
to relocate without great difficulty. These plants employ more than 6,000 
workers. 

Plants scattered throughout areas designated for slum clearance and rede- 
velopment to residential use occupy an aggregate of between 500 and 600 acres. 
Their relocation may require twice as much land area due to modern plant- 
construction standards. The jobs involved are estimated to amount to as many 
as 60,000. 

The relationships of this proposal to the urban renewal program generally 
is also one involving municipal finance—the ability of the city to finance neigh- 
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porhood services, parks, schools, ete., and to provide funds for local grants to 
slum clearance and conservation activity. 

The average dwelling unit in Chicago produces about $90 a year in property 
taxes but receives over $200 worth of services paid for by property taxes. The 
excess of 3110 is derived from industrial and commercial property taxes. 

It is estimated that the 12 sites mentioned above would, if industrially de- 
veloped, produce valuations of approximately $120 million with annual tax reve- 
nue of approximately $4 million. 

Such strengthening and maintenance of the tax base is regarded locally as 
essential to urban renewal, for it is an obvious fact that no amount of rebuild- 
ing or conservation of neighborhoods can be effective without the adequate 
police and fire protection and municipal housekeeping which is so necessary to 
maintaining desirable living areas. 

The importance of a balanced program is well-recognized in Chicago 

The Chicago housing and redevelopment program is recognized across the 
country as one of the best in terms of planning for all of the many ramifications 
which city rebuilding entails. 

Chicago is one of the few cities to provide local bond issues for both slum 
clearance and relocation housing. It is one of the few cities to utilize the cur- 
rent federally aided public-housing program. Redevelopment activity encom- 
passes a broad range of types of projects—residential, commercial, industrial, 
and open land. The public-works program is proceeding at an unprecedented 
pace. 

The current proposal is in accord with the policy of maintaining such a bal- 
anced program. It would be contrary to this policy to seek to devote Federal 
funds to industrial development out of proper proportion to overall city needs. 
Therefore, use of the proposed provisions would be limited to relatively small 
proportion of total redevelopment activity. We believe, however, that such use 
would be urgently in the interest of the people of Chicago. 

Respectfully submitted. 

CHICAGO PLAN COMMISSION, 

FREDERICK T. ASCHMAN. 

CHICAGO LAND CLEARANCE COMMISSION, 

Put A. DOYLE. 

CHICAGO ASSOCIATION OF COMMERCE AND INDUSTRY, 
GEORGE R. MITTEN. 

Mr. Simmons. After thorough consideration, the Senator agreed 
with our proposal that Federal financial assistance, including both 
grants and loans should be made available for other than residential 
development of certain blighted vacant areas which should be used 
for industrial or commercial purposes, but which, because of tax de- 
linquency and diversified ownership, will not in all probability, be 
used in any organized, efficient manner, unless there 1s intervention 
by a public agency. 

At the same time, we agreed with the Senator that it would not be 
in accord with our policy of maintaining a.balanced program to apply 
Federal funds for industrial development out of proportion to overall 
city needs. Therefore, we subscribed to his suggestion that such 
funds be limited to 5 percent of the total funds allocated to any city 
under the Federal Housing Act. On this basis, Senator Douglas 
volunteered to sponsor our proposed amendment. 

Although such an amendment was soon approved by the Senate 
Banking and Currency Committee (and by the Senate), the House 
Banking and Currency Committee further reduced the permissible 
amounts to 214 percent of the gross costs of a city’s projects, and in 
later conferences limited the financial assistance to loans instead of 
grants and loans. Such an amendment then became a part of the 
Federal Housing Act which was signed by President Eisenhower, and 
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is now known as Public Law 345, 84th Congress, chapter 783, 1st ses- 
sion, S. 2126. 

Although we are glad that the Congress has recognized the desira- 
bility of assisting localities in converting stagnant, blighted vacant, 
land into economically useful industrial sites, it was very disap- 
pointing to us, of course, that the provision for grants up to 5 percent 
was not restored to the proposed amendment before its passage. 

From the outset, in urging such legislation we have emphasized 
that although such redevelopment projects would, in the long run, be 
of very great value to the municipality because of increased tax rev- 
enues and the generalized benefits resulting from the efficient use of 
land, it cannot be determined in advance with any certainty that sell- 
ing prices obtainable from such land will be sufficient to fully cover 
the costs incurred by the local public agency in assembling the land 
and in providing site improvements necessary to make it marketable. 
Therefore, we are of the firm belief that Federal financial assistance 
for such development should include: 

1. Loans which would, in effect, provide working capital for the 
locality undertaking the projects; and 

2. Federal grants which, together with proceeds from the sale of 
project lands and the local grants, would repay the Federal loans. 

At this time, I should like to express to this committee our belief 
that nonresidential projects of this kind should be given the same 
kind of financial assistance as is now authorized for built-up slum 
areas and for blighted vacant-land projects which are to be used for 
residential purposes. As we see the redevelopment process, it is 
fundamental that land be used for the purpose for which it is best 
suited. It follows that the locality which has blighted vacant land 
best suited to industrial use should be encouraged to get that land 
into use, just as it is encouraged to get into use blighted vacant land 
which is most suitable for residential use. Some Federal grant funds 
will be needed for the project areas to be used for industrial purposes, 
just as Federal grants are needed for the projects to be used for 
residential purposes. 

In closing, I want to thank you for the time I have taken in pre- 
senting this statement. I am filing it with you as well as the state- 
ment referred to earlier, prepared by Messrs. Mitten, Aschman, and 
Doyle, in connection with their conferences with Senator Douglas on 
this subject. 

It is our hope, of course, that you will give favorable consideration 
to future amendments to the Federal act which will promote the 
salvaging of blighted vacant lands suited for industrial purposes and 
which are urgently needed for Chicago’s economic well-being. 

Mr. Rats. Thank you, Mr. Simmons. 

You raise a very important subject, but one that is a bit. new in the 
concept of the legislation which has been on the books for so long, and 
one that I can assure you in Congress is extremely controversial. 
The history of it is that your esteemed Congressman here, Mr. Barratt 
O’Hara, also offered that same Douglas amendment to the House 
Banking and Currency version of the Legislature, and in the House 
Banking and Currency the substitute of loans instead of grants was 
put in, and I will say to you that it was a case of either taking that or 
nothing. 
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The reason I am worried about it, I don’t mind telling you, is that 
the support in Congress for these programs is because of the need of 
people in houses. "There isn’t any question about the need for this. 
But I don’t quite understand how the Federal Government can ever 
expect to engage in clearing vacant blighted lands. I don’t see where 
that conforms to the dedicated purpose of the Government of getting 
houses for the people, so I merely want to make that statement. I 
haven’t committed myself pro or con and this committee is going to 
make recommendations on it in the light of the very fine valuable 
testimony you have given to it, but I do recognize this as a thorny prob- 
lem. You have made a good case for it but that same sentiment which 
was in the mind of Senator Douglas I can teil you I happen to know 
is still in the minds of a great many Members of Congress as to the 
basic purpose of slum clearance, so with a few questions and with that 
statement I want to pass on to some of the other members. But here 
are problems that I have in my mind. Do you expect, if the legisla- 
tion should be passed, that the writedown between what the land cost 
and what it would be disposed of for should be as great on industrial 
sites as you expect it to be on slums for residential sites ¢ 

Mr. Simmons. We had contemplated it that way, but had in mind 
that the percentage of such funds we would use of funds that were 
available for any city would be limited to the 5 percent of the total. 

Mr. Rarns. Let me see if I can get this down to a practical state- 
ment. Suppose you were to clear under this program a blighted area 
of vacant land and clear it with Federal grants for industrial pur- 
poses. Wouldn’t that land so cleared for industrial purposes, 
shouldn’t it sell to the ultimate user at a higher figure than would the 
land upon which was going to be built apartments, for instance ? 

Mr. Stumons. I am not a real-estate expert, but I would say 
casual observer, yes. 

Mr. Rarns. Then shouldn’t the rate of writedown on the land be 
much less than it is on slum areas to be used for the others ? 

Mr. Simmons. I think that would be a little difficult to determine 
because this hasn’t been tried here yet. It is an experiment with us 
and we cannot be sure what the selling price would be in relation to 
the cost of rehabilitation. That is one of the things Aschman, Mitten, 
and Doyle had in mind when they talked to the Senator, that maybe 
we could try it on a small percentage of money. 

Mr. Rains. You realize, of course, that the Congress of the United 
States can only legislate for health, the welfare, and the defense and 
protection of our countr vy, and the Congress is not authorized to go into 
every field of activity unless it is a spec ‘ific function of the Government, 

Well, where is the basic reason, unless it were to be needed for manu- 
facturing plants for defense, whereas the basic reason or justification 
is to how the Federal Government can engage in legislation—grants, 
[ am talking about, to clear this type of site—is it for the health or is 
it for the police jurisdiction, or is it for the national defense. We 
have to have one of those bases for this. 

Mr. Srumons. Well, would it not be for the welfare of the people 
if areas that are today unused and industry is being forced away 
from their residential locations, wouldn't it be for their welfare if 
industry could be established in those blighted areas right near their 
place of residence? 
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Mr. Rats. I am not sure except in the case of clarity which geis 
into it that the Federal Government can legislate for the economic 
welfare of the people. I think it would have to be for the public 
health, for the police jurisdiction which goes with Government gen- 
erally or for national defense. Well, I don’t raise these possible ob- 
jections, but I visualize questions along that line when we present it 
to the Congress. 

Mr. Stumons. Could I ask Mr. Doyle to speak on that subject ? 

Mr. Ratns. Yes, if you like. 

Mr. Doyte. As we see it at the land clearance commission, the use 
of land for its proper purpose is a proper governmental concern. 

Mr. Rarns. You say slum clearance? 

Mr. Doytr. No, I say the use of land which is blighted for any 
reason, whether it is blighted because of slum buildings or whether 
it is blighted because of the fact that there is multiple ownership, 
taxes, and so forth, which in effect make that land stagnant and un- 
usable, so if in redeveloping and renewing parts of our cities we dis- 
place industries from one part, we think it would only make it a 
balanced program to provide sites for those industries on land which 
would otherwise not be useful and would be an economic drag rather 
than an economic asset to the municipality. 

Mr. Ratns. I don’t doubt at all but what it is within the justifi- 
cation and function of the city, but in the light of the prohibitions 
of the Constitution of the United States and the use of tax money- 
are you a lawyer? 

Mr. Doytr. No, sir. 

Mr. Rarns. Well, I just wondered about those questions. Has any 
lawyer delved into the matter as far as you know? 

Mr. Doyte. Yes, the Illinois Legislature has adopted an amend- 
ment to the Illinois Redevelopment Act which now empowers land- 
clearance commission to assemble such blighted vacant land so that it 
can be made available for industrial use if it is not suited for residen- 
tial use. 

Mr. Rarns. Now, who assembled it? Did the State of Illinois spend 
tax money to do that? 

Mr. Dorr. The land clearance commission in Chicago has financed 
that partly out of State funds and partly out of city funds, and for 
the projects which qualify federally, partly out of Federal funds. 

Mr. Rarns. Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, I would like to make a statement 
clarifying this provision in the present Housing Act. The amend- 
ment came over from the Senate, offered and sponsored by Senator 
Douglas, and it was before our committee in the House. Most of the 
members were strongly opposed to it because it was getting into an- 
other field, and I think the Senate committee was unanimous in its 
approval. Now, when we were in executive session in the House 
Banking and Currency Committee the matter was taken up. I sought 
to have the amendment adopted. 

Mr. Apponizio. I think the record should show the Congressman 
made a very valiant fight for that amendment. 

Mr. O'Hara. Well, it all ended up by getting in the provision we 
now have in the law. It did not go as far as I would have wished. 

Mr. Rains. Mr. Addonizio. 





ies 2 innte Salts ea 




















snc eal 





INVESTIGATION OF HOUSING, 1955 79 


Mr. Apponizio. Mr. Simmons, may I say first of all that I don’t 
want to be repetitious, but all of us will agree that Congressman 
’Hara did make a very valiant fight for this amendment. I think 
one of the problems that faced the members of the House Banking 
and Currency Committee was the fact that—and this is in due defer- 
ence to my freind, Mr. O’Hara, because he did make a fine presen- 
tation—it is hard for us to visualize what you mean by the blighted 
vacant areas. I come from an area that is very congested, the city 
of Newark, N. J., and I just can’t put any land that I know of in 
that category. I would think that it was a problem that was local in 
nature, more so than something that the Federal Government should 
take an interest in. 

Mr. Stumons. Well, I took a look at these 12 properties of which 
we spoke a while ago, and I think of one of them particularly which 
was an area of some 18 or 20 acres. It is on one edge, and it is 
located directly across from the Midway Airport of Chicago. 

Mr. Apponizio. I am not familiar with Chicago. 

Mr. Stumons. On one part of it there is commercial development 
which is all right. There is a large part behind that on the railroad 
owned by many, many people, some of the owners not known, and a 
bad tax situation, and at the same time a builder we know had gone 
in there recently and acquired 5 or 6 lots and had built new houses 
on those lots, and if our facts are correct about the rest of the prop- 
erty, it would be extremely difficult to get a clear title on the rest of 
it unless the Chicago Land Clearance Commission did that. 

Now, those houses it seems could become another start of a slum 
area. People buy them, put their money in them, and the rest of 
the area liesidle. It is in sort of a bad location anyway for residences. 

Mr. Apponizi1o. In other words, you are telling the committee that 
it is simply a question of establishing the ownership of the land? 

Mr. Simmons. Plus clearing up the taxes. 

Mr. Apponizi1o. I don’t see necessarily where the Federal Govern- 
iment enters into it. 

Mr. Srwmons. Well, that is the subject of which Congressman 
O’Hara spoke a moment ago. 

Mr. Apponizio. I just want to raise one other point with you. It 
is my understanding that the city of Chicago is the only one that 
has such a problem, or at least has raised this point. 

Mr. Stmnons. I am not informed of that. 

Mr. Apponizio. As a consequence you would not get much support 
in Congress if this is a situation only in one area. I think, too, as 
these hearings have developed, we listen to a lot of fine phrases talk- 
ing about greater citizen participation and the fact that private enter- 
prise should enter into some of these things and do more. 

Isn’t it possible that you people could interest men within your or- 
ganization to take an interest in this thing and develop it themselves 
some way ? 

Mr. Srwmons. I can’t answer that, Congressman. I don’t know 
whether it is possible or not. 

Mr. Apponizio. I just can’t see a group of businessmen or people 
in industry taking the position where they wanted the Federal Gov- 
ernment to put out more grants, it is kind of foreign to the ideology I 
have been listening to in my short political career, anyway. 
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Mr. Srmmons. We are not asking for more grants. Maybe this 
would be a better way to state it: We aren’t asking for more grants, 
but are asking for participation in the grants to be made available 
under the Housing Ket for that participation to be used for this pur- 
pose. 

Mr. Rarns. Is there any specific question anybody wants to ask? 
If not, we areruning late. Dr. Talle. 

Mr. Tatie. Mr. Chairman, Mr. Simmons, are you familiar with 
the development companies that are quite popular out here in the 
Middle West ? 

Mr. Stmumons. I am familiar with some kind of development com- 
panies, the central clearing district, and that sort of thing. 

Mr. Tate. Well, in numerous communities in my State, Iowa, there 
are development companies which were formed by local citizens and 
stock subscriptions me 6 and the money realized is used for acquiring 
industrial sites which can be shown to prospective industrialists when 
they come to survey prospective locations. 

It is an advantage to have something available to show rather than 
to hunt after they find that there is somebody who might be interested. 

Now, may I report that in the Mississippi River there is a large 
island near Dubuque, Iowa. To use the phrase of your partner, it 
is stagnant land, an island in the Mississippi. However, the citizens 
of Dubuque voted a bond issue and having assumed that obligation 
they expected to convert that island into an industrial site, but it is 
altogether the obligation of the taxpayers in the city of Dubuque. 
Now, in the event the Federal Government were to do what you pro- 
pose certainly the Federal Government should retire that bond issue 
immediately because if it is fair for Chicago, it is fair for Dubuque. 

Mr. Stmmons. That is right. 

Mr. Tatux. I don’t know of a community in my 12 counties of Lowa 
that isn’t eager to have some such relief for industry. There are 
3,000 counties in the United States and many communities in each 
county. Now, as a practical matter, do you believe that the Federal 
Government could go into this sort of thing and deal with it on as 
wide a scale as that? Surely every community would have some in- 
dustry it would want the Federal Government to provide land for. 
As a practical matter, could such a proposal be successful ¢ 

Mr. Simmons. Well, certainly it should be made available to all com- 
munities and not to a limited few. 

Mr. Tatie. Certainly. 

Mr. Summons. Secondly, we live in a hope, if I may use it that way, 
that we could rehabilitate this land and sell it off for enough to repay 
the loans that would be made in the first instances and that grants 
might not be necessary, but we can’t be sure of that at the outset. 

Mr. Tatxie. Are you suggesting that the money should be bor- 
rowed or are you suggesting grants ? 

Mr. Stumons. I beg your pardon, sir. 

Mr. Tatie. Are you suggesting that the Federal Government 
should lend money or are you suggesting that the Federal Govern- 
ment should grant money ? 

Mr. Stumons. Under the act as it is now constituted there is money 
available for this purpose on a loan basis. 

Mr. Tauue. On a loan basis; yes. But your proposal includes 
grants. 
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Mr. Stumons. Grants or loans. 

Mr. Tatre. That is where my question comes in. As a practical 
matter, do you think the Federal Government should do that for all 
of the communities in the more than 3,000 counties in the United 
States ? 

Mr. Srwmons. I can’t answer that. I think it should be available 
to every community to be sure. I don’t know what their problems 
are. I only know a little about Chicago’s problem. 

Mr. Tarte. Well, I have some knowledge of Chicago and I believe 
there is money enough and business ability enough in the city of 
Chicago to solve the problem very satisfactorily. 

Thank you, Mr. Chairman. 

Mr. Ratns. We would like to go into it further, and this data which 
you mention will be incorporated at the end of the statement of Mr. 
Simmons. Thank you, Mr. Simmons, for appearing. I am sorry our 
time is limited. 

Mr. Stmmons. Thank you. 

Mr. Rarns. The next witness is Mr. Carl McGowan. Come around, 
Mr. McGowan. 

Before you start with your statement, I note it is a rather lengthy 
statement and I am sure a good one. I would suggest that you go 
along with it and then summarize it as you get on down to the close 
of it. 

Mr. McGowan. All right. 

Mr. Rarns. Identify yourself for the record and then proceed. 


STATEMENT OF CARL McGOWAN ON BEHALF OF THE METRO- 
POLITAN HOUSING AND PLANNING COUNCIL 


Mr. McGowan. My name is Carl McGowan. I am an attorney in 
Chicago. I appear on behalf of a nonpartisan civic organization which 
has been concerned with the housing and slum situation here for more 
than 20 years. As an organization, we have been sufficiently close to 
the heart of the problem to have suggested some of the remedial 
measures which are now at work. I express, on behalf of the board of 
governors of the Metropolitan Housing and Planning Council, our 
appreciation of this opportunity to comment on the housing program 
as It is currently operating in Chicago. 

Our continuing concern centers on the fact that the best available 
estimates indicate Chicago has 250,000 or more families (23 percent 
of the total dwelling units) in substandard, overcrowded or dilapi- 
dated housing. This unfortuniate circumstance is compounded by 
the fact that, according to the 1950 census, 29.4 percent of all families 
in Chicago have incomes of less than $3,000 per year, and 66.9 per- 
cent less than $5,000. 

Our interest at this time is in the efficient, economical and persistent 
pursuit of the programs devised to alleviate these housing conditions. 
We are concerned that the programs move forward with speed and 
with a minimum of hardship to the people affected. We are also 
concerned that they accomplish the purpose for which they were de- 
vised in upgrading the social and economic welfare of the total com- 
munity. We shall accordingly address ourselves to certain aspects of 
the Federal legislation falling within this content. 
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As a general proposition, it is clear that Chicago has made a good 
start and is steadily moving forward under the urban renewal pro- 
visions of the Housing Act of 1949 as amended. While we do not 
wish to give the impression that the local machinery is working 
ideally, or that the gears are meshed perfectly, it is apparent that 
steady and positive progress is being made toward the renewal ob- 
jectives established in the legislation. Since 1950, 10,149 substandard 
units have been demolished in the renewal process; 76,964 new units 
of all types have been built in Chicago, and all told, 2,054.5 acres of 
blighted land are scheduled for redevelopment for residential, in- 
stitutional, industrial and commercial use. And I add at that point, 
Mr. Chairman, that not all of that land, of course, is under federally 
aided programs. 

The partnership of the Federal Government, the State, and the 
city, joining their resources to assist private enterprise in recreating 
healthy communities, has taken hold coe to the block level. Neigh- 
bors are working together to preserve their communities. 

Among the innovations in the legislation, we approve the broader 
concept of urban renewal embodied in the 1954 act. This more com- 
prehensive basis permits the study and planning of areas sufficiently 
large to reflect environmental relationships and the apportionment 
of community facilities, for such things as education, recreation, 
transportation, and parking, on an economical and sound basis. 

We likewise favor the workable program requirements. These 
provide a yardstick for fundamental community progress, and clarify 
the areas in which citizens can unite to work for concrete objectives. 
We would, in fact, welcome a gradual stiffening of the workable pro- 
gram as conditions permit, inasmuch as the underlying planning, ad- 
ministration, codes, enforcement, and citizen responsibility are half 
the battle in conserving and renewing the city. The financial ca- 
pacity of a city to fulfill its obligations under the act may be largely 
a matter of sound fiscal programing, such as a good capital improve- 
ment budgeting system would provide. Stated planning standards 
within the workable program would also be helpful to the local com- 
munity as goals for future action. 

While we urge firmer Federal requirements in these respects, we 
believe, at the same time, that the shift from a narrow housing em- 
phasis to a broadened city renewal concept suggests a reexamination 
of some of the provisions in the law or its administration which tend 
to be too restrictive. For example: 

1. The requirement that projects must be residential either before 
or after redevelopment should be eliminated. In Chicago there are 
extreme slum conditions in strategic locations now taken up with pre- 
dominantly nonresidential uses, which have a high priority for re- 
development, but not for residential purposes. 

In our judgment, if the community has a workable program and a 
comprehensive plan, there is no reason not to rebuild according to 
plan. 

2. Blighted vacant projects are now precluded under the act from 
receiving grants, and are permitted only to receive loans. If the 
renewal process is to gain momentum, these areas, which interfere 
with sound development, should be afforded the same incentives, in 
the form of grants as well as loans, as those available to built-up 
blighted areas. 
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3. The acute need for standard quality, middle-income housing, par- 
ticularly for nonwhite families, is a controlling element in determin- 
ing whether or not residential neighborhoods can be conserved. One 
great roadblock which now bars the modernization and improvement 
of existing housing on a large scale is financing. A new look at the 
present FHA program, with a view to bringing it into line with the 
aims of urban renewal, is indicated. Further innovations which 
would make FHA financing available for the conservation of struc- 
tures more nearly on the terms afforded for new construction would, 
in our judgment, fortify the campaign to stabilize declining -neigh- 
borhoods and arrest the drift to the suburbs. 

4. Section 220, which was aimed at facilitating construction or re- 
habilitation in clearance or renewal areas, has not worked in Chicago. 
The announcement from Washington that the New York Life pro}- 
ect was eligible for FHA insurance did not help the local situation 
because of the fact that this project was being built without a mort- 
gage. Again, if it is the intention of the Congress that city renewal 
become the ultimate objective of the various agencies dispensing Fed- 
eral aids to redevelopment, housing, and rehabilitation, it is im- 
portant that all of these agencies actually get behind the program. 
This applies particularly to the FHA which does not yet appear to 
be participating in renewal in Chicago to the extent envisioned by the 
legislation. If this cannot be brought about except by new legislation, 
then such legislation should be devised. 

The rehabilitation provisions have not been tested here because 
no appropriate project was available, but it is hoped that the south- 
ast area, near the University of Chicago, will provide an oppor- 
tunity to experimentation with this provision in 1956. 

5. Section 221 has likewise not operated in Chicago, because the 
cost limitations imposed preclude the possibility of Chicago’s avail- 
ing itself of this program under today’s construction costs. 

While it is our opinion that these provisions are on the right track, 
we urge that they be reexamined with a view to facilitating their 
use on a wider scale. 

6. We are greatly concerned about the arbitrary restriction which 
limits Federal funds available to any single State for renewal to 10 
percent of the total appropriation; and this concern persists in spite 
of the increased authorization from 35 to 70 million dollars for 
States with substantial commitments made by the 1954 amendments. 
It is obvious that some States have, in proportion to population, both 
a greater need and a greater readiness to participate than others. The 
available funds should therefore go where the need is greatest and 
where the assistance of the Federal Government is urgently wanted. 

7. It was estimated in 1948 that the largest single element in our 
national wealth is the structures that we have erected over the years 
$358 billion out of a total national wealth of $797 billion. Conserva- 
tion of these resources is a desperate need in large industrial cities. 
We plan to urge renewed appropriations by the State of Tlinois in 
1957, augmented by city bond issues, for both redevelopment and 
conservation. To the same end, in order to carry forward a large 
redevelopment and a conservation program, the Congress should con- 
sider a substantial expansion of its appropriations for city renewal. 

8. We are also disturbed that Federal programing on an annual 
basis interferes with economical and efficient planning at the local 
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level. InC ae it was estimated in 1945 that 15,000 acres of blight 
could be reclaimed only by total redevelopment. Inasmuch as it is 
generally conceded that new slums are still being made faster than 
the old can be redeemed, it is our estimate that in spite of that fact that 
we now have 2,054.5 acres of blighted land under treatment, there are 
still close to 15,000 acres in Chicago which will have to be rebuilt. 

9. Any slum-clearance program is paced by the amount of housing 
available for relocation purposes. It is, therefore, essential to have 
a long-range housing program so that the local community will know 
what resources it will have for the accommodation of low -Income, dis- 
placed families. It is also imperative that the Federal public housing 
program be stepped up to the scale envisioned in the 1949 act, if we are 
to realize the general objectives of urban renewal. 

We should like to refer here specifically to the relocation process 
as it is operating in Chicago. A well-coordinated ee verapiay ie am 
embracing the major agencies engaged in clearance is now effecting a 
systematic, responsible, : and humanitarian administration of this fune- 
tion. A steady flow of approximately 3,000 families and single per- 
sons per year is moving from abysmal slum conditions to a higher 
standard of housing in an impr oved environment. 

Those who go into public housing obviously achieve a higher stand- 
ard of living. A more significant reflection of the effectiveness of the 
relocation operation is provided by the survey recently completed by 
the Chicago Housing Authority of a sampling of 20 percent of the 
1,500 families of 2 or more persons who relocated to private housing 
from clearance sites. Of these, almost all of whom were nonwhite, 
two-thirds moved to areas which were predominantly white in 1950, 
and 60 percent report that they experienced a definite improvement 
in the quality of their housing. 

It is therefore obvious that the overall concept, built into the re- 
newal operation, of land assembly by a public agency, including the 
use of public funds, a writedown to use value for resale to private 
redevelopers, and provision for the relocation of families into pub- 
licly financed and private housing is sound and is working. It is 
doing the job of raising the general standard of livi ing as it liquidates 
decayed areas and restores the land to sound economic uses. 

10. A matter of widespread concern has been the great lag between 
the initiation of urban renewal projects in Chicago ‘and their arrival 
at the construction stage. We recognize that both the Urban Re- 
newal Administration and the local community of necessity have had 
to experiment with untried techniques and to move cautiously. We 
believe the time has come, however, when there must be more local 
autonomy in keeping with the spirit of local initiative and local 
responsibility emphasized in the act. 

It is apparent that there is excessive detailed control in the pre- 
approval of every step; and it seems that more emphasis could prop- 
erly be placed on postauditing as is done in the highways programs. 
The present pr esate is cumbersome, unwieldy, and extremely waste- 
ful of the local agencies’ time and funds. W ith the many safeguards 
established in the State law which embody ample protection, the 
administrative controls of the Urban Renew al Administration create 
a situation in which the Federal Government operates the program as 
if it were in fact the local agency. The many months consumed in 
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extracting decisions from the Urban Renewal Agency, and the time 
required for review, amount to a dual review, all at public expense. 

We believe that if Congress makes large sums available for the 
pursuit of programs of this character it should be on the basis of 
confidence in the local agency, at least to the extent of permitting 
it to proceed on its own responsibility, subject to certification that 
it has done all that is required. We recommend that the law be 
amended to permit a postauditing approach and a freer hand on the 
part of the local tk agency. The excessive supervision now ex- 
perienced was not, in our opinion, the intention of Congress and cer- 
tainly was not the intention of organizations such as ours which 
supported the legislation and which want action. 

Thank you, Mr. Chairman. 

Mr. Rains. Thank you, Mr. McGowan. 

Every one of the items you mention are of great importance and 
the very thing that this committee is attempting to study, but because 
you gave it the last play under section 10, I would just like to say 
that I appreciate the emphasis you put on the need for local autonomy 
as near as possible in the local housing authority. 

Do you agree that one of the reasons for it, in addition to getting 
rid of excessive redtape is that the local community knows better 
what will fit into the needs of that community that can be written in 
a hard and rigid plan in Washington ? 

Mr. McGowan. I think that is certainly true, Mr. Chairman. There 
are a number of advantages that flow from local autonomy. That is 
perhaps first and foremost. 

Second is greater speed in getting the job done and I also happen 
to believe that greater local autonomy tends to be a code by greater 
citizen awareness at the low level of what is going on and how the 
money is going to be spent. 

Mr. Rarns. We are never going to make a program work anyway 
unless we get complete and full local cooperation in all of our housing 
programs, are we ¢ 

Mr. McGowan. We are not and that is why organizations like ours 
exist. 

Mr. Rains. You are the first witness to specifically mention the 
relocation problem which, if we are to clear slums, must be the major 
problem. 

Is it your opinion that people in metropolitan areas are being 
cleared from slum areas, in cities like Chicago, that they can be re- 
located without public housing ? 

Mr. McGowan. Not without it. Our organization has endorsed 
the principle of public housing primarily on the ground that it pro- 
vides the necessary outlet for these families who are displaced by 
slum-clearance projects. 

Mr. Rarns. In other words, even though private enterprise can do 
a good job of assistance under sections like 220, and so forth, you will 
never achieve the goal in your pipe unless there is a reasonably ade- 
quate supply of public housing in which to relocate the people of 
extreme low income. 

Mr. McGowan. That is my opinion, sir. 

Mr. Rarns. I agree with you. 

Any questions, Mr. O’Hara? 
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Mr. O'Hara. Mr. McGowan, I wish to call attention of the com- 
mittee to paragraph 3 on page 3 in which you stress the needs of a 
more liberalized FHA policy on conservation. Now, one of our yee 
lems in Chicago is the movement to the suburbs. There are area 
built some years ago that need modernization. Now you think that 
FHA credits should be liberalized for that purpose / 

Mr. McGowan. We certainly think in a city the size of Chicago, 
the rebuilding the city that we envisage will never be accomplished 
entirely by new construction and indeed not be accomplished by new 
construction. 

There are many structures in the city of Chicago which exposed to 
the new techniques of modernization could serve their purpose quite 
adequately. We believe that the law should take that into account 
and make it possible for that approach to be brought to bear upon the 
urban renewal problems as well as the new construction approach. 

Mr. O’Hara. Thank you, Mr. McGowan. 

Mr. Yates. You speak about the progress that has been made since 
1951 in the city of Chicago. In your opinion, is the city of Chicago 
keeping abreast of its housing needs? 

Mr. McGowan. Not at all. We have made progress, but I use 
“progress” in a relative sense and the progress we have made is by no 
means what we need to make. 

Mr. Yares. Then what is the solution in your judgment, the higher 
housing production? We now have over 1 million housing starts a 
year. Should it be expanded to 2 million units? How would that 
apply to Chicago, for instane e? 

Mr. McGowan. I can’t give you a breakdown but I would say in 
all fields we have probably ‘set out our sites too low, our goals too low 
in the housing field, and as I have tried to indicate here, even within 
the goals which we have set for ourselves there are certain things 
which contribute to delay. We believe first you must take up the de- 
lay in your existing goals and then subsequently we must take up the 
question of larger goals. 

In other words I don’t think there is any point in enlarging the 
goals until we can operate as efficiently and speedily as possible within 
the limits of existing goals. 

Mr. Rarns. Any other questions ? 

Mr. Apponiz1o. One question, Mr. Chairman. 

On page 3 of your statement, Mr. McGowan, you refer to section 
990, which I understand has to do with multif: amily dwellings. You 
referred to the FHA and you say they do not as yet appear to partici- 
pate to the extent envisioned by the legislation. I was wondering 
whether you could care to pinpoint that a little bit more. Do you have 
any explicit reasons for making a statement like that? I would think 
that FHA would try to get any kind of housing that the city feels 
they need. 

Mr. McGowan. On that point, Congressman, I am advised by our 
staff people that the program has not been effective in Chicago at any 
rate, and I speak only about Chicago. I don’t know what the experi- 
ence has been in other cities. 

Mr. Apponiz1o. Well, we had some complaints in other cities, too. 
I was wondering whether you had something concrete or not. 

Mr. McGowan. I am sorry that I cannot be more concrete on that 
subject. There will be further witnesses before this committee, in- 




















INVESTIGATION OF HOUSING, 1955 87 


cluding people affiliated with our organization, who expect to cover 
that in detail and for that reason I have left it pretty much to that 
source. 

Mr. Rarns. Thank you for appearing, Mr. McGowan. 

Mr. McGowan. Thank you. 

Mr. Rarns. I understand next we have two witnesses, Mr. Ralph 
J. Silverwood, and Mr. John A. Usher. Will you gentlemen come 
around. I see an old friend of mine here, too, Monsignor O’Grady. 
I am delighted to see him. 

Mr. Apponiz1o. He is quite a famous face before the Housing 
Committee. 

Mr. Rains. Now, would each of you gentlemen identify yourself 
for the record and then proceed ? 


STATEMENT OF RALPH J. SILVERWOOD, PRESIDENT, CHICAGO 
REAL ESTATE BOARD 


Mr. Srtverwoop. I am Ralph J. Silverwood, president of the Chi- 
cago Real Estate Board, and this is Mr. John Usher, who is the chair- 
man of our urban renewal committee. 

Mr. Rarns. All right, Mr. Silverwood, you may proceed. 

Mr. Stirverwoop. We have prepared a statement, both Mr. Usher 
and I, for your committee. I have met with your counsel, Mr. Poston, 
and he left a number of questions that he would like to have had us 
answer today. We have attempted to do this in this statement, start- 
ing out in the area of slum clearance and urban renewal, and I will go 
ahead with the presentation. 

To encourage elimination of substandard dwellings, the residual 
value of a structure which is demolished in order to be replaced by 
new construction or to improve a neighborhood, plus the cost of 
demolition, should be deductible under the Federal tax law in from 1 
to 5 years, at the option of the taxpayer. This, by the way, was a 
recommendation of the President’s Advisory Committee on Housing. 

Mr. Rarns. I was making an effort to identify it to see if it was. 
Proceed. 

Mr. Strverman. B. As a means of encouraging maximum invest- 
ment in new construction and capital improvement of existing struc- 
tures in neighborhood conservation or urban renewal areas, we urge 
an amendment to the Federal Tax Code to permit the cost of such 
improvement to be depreciated for tax purposes, at the option of the 
taxpayer, at a rate of not to exceed 20 percent per year. We feel that 
this would encourage private investment in this area. 

©. Asa means of preventing the growth of slums and urban blight, 
we recommend an amendment to the Federal tax law providing for 
deductions from taxable income up to $500 in any 1 year for mainte- 
nance and repair of a home. And in this regard I believe the Presi- 
dent in January is going to designate the operation home improvement 
year, and we feel this might be a valuable addition to his program. 

D. We ask Congress not to revive the public-housing program be- 
yond its present July 31, 1956, termination date and to proceed on a 
program of orderly sale of existing public-housing projects and their 
transfer to full taxpaying ownership. 

EK. We urge the Congress to undertake a thorough investigation of 
the more than 800 public-housing authorities and their systematic 
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increased use of public housing for the housing of middle-income 
groups, which results in the exclusion of the neediest families. 

That covers our statement in that particular area. Under mort- 
gage credit: 

A. In our opinion the reduction of credit caused by recent re- 
strictions imposed by the home loan bank was necessary for the gen- 
eral good of the industry. While such curbs are obviously unpopular, 
we feel that they are important temporarily to the economic growth 
of the Nation. 

B. We do not feel that the recent FHA and VA restrictions had 
any great significance in the Chicago area. The elimination of the 
30-year loan and the slight increase in downpayment requirement, 
of course, eliminated some borrowers, but the total effect was relatively 
insignificant. 

C. In our opinion the Federal National Mortgage Association has 
a place in the mortgage credit structure, but this place is a limited 
one. It should act as a balancing agency for secondary financing and 
not as a dumping ground. 

D. In our opinion voluntary home mortgage credit has had the 
effect locally, that is in the Chicago area, of making financing avail- 
able for marginal loans and has alerted investors to the possibility 
of broadening their investment policies. It is our opinion that the 
indirect benefits of this agency have been greater os any direct 
benefits. 

E. We do not favor a governmental secondary financing source for 
insurance companies. 

On this question I wasn’t entirely sure as to what the attorney meant 
when he spoke of governmental secondary financing, but the answer 
stands. 

Mr. Rarys. I think you have already answered it back up in C. 

Mr. Sttverwoop. Under rental housing: There is a limited need for 
rental housing in the Chicago area, but this problem is rapidly being 
solved by the building industry as indicated by the fact that the 
number of apartment units built in the city in the 3 months ended 
October 31 jumped from 1,316 a year ago to 3,454 this year. 

We are aware of a pronounced need for replacement and expanded 
housing in certain areas of the city, but this is a condition which 
faces every large urban center when deterioration and blight come 
with the passage of time. The many civic and governmental groups 
in Chicago charged with the solution of slum- clearance and blighted- 
area problems are doing a remarkable job, through effective and far- 
reaching legislation, to redevelop run-down residential areas. This 
program, as it progresses, may be expected to produce adequate, mod- 
ern housing for most of Chicago residents. 

Mr. Rarns. Mr. Silverwood, I note in your statement that you say 
you present here the views of the C hicago Real Estate Board. What 
is your connection with the board ? 

Mr. Srtverwoop. I am the president of the board. 

Mr. Rains. You are president of the Chicago Real Estate Board? 

Mr. Sitverwoop. Yes. 

Mr. Rains. You realize, of course, that this committee is interested 
in getting all angles and that your angles are somewhat different 
from a great many that we have been receiving, but we are pleased 
and delighted to have you present them. 
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Mr. Siitverwoopv. That is why we are pleased and delighted to have 
the opportunity to present them. 

Mr. Rarns. Now let me ask you a question or two about them. You 
mentioned the Federal National Mortgage Association that you 
thought it should be used not as a dumping ground, with which I 
agree, but do you think that it is doing any good as a governmental 
agency when all it is doing is following the market and not support- 
ing the market ? 

Mr. Sirverwoop. That is an interesting question. I would say that 
there is a degree—when I say it shouldn't be expanded, I mean it 
shouldn’t be expanded, and when I say “I,” I mean we—it shouldn’t be 
expanded to take care of the unsound loans, which is what we are 
afraid of, Congressman. 

Mr. Rarns. What you are saying is that it should not infringe on 
the rights of private enterprise in the mortgage market with which 
I agreed, but in times of stress and strain its intent and purpose was 
to stabilize the market. 

Now, do you think it should do that ? 

Mr. Srtverwoop. I think it can. I think perhaps when we use the 
word “balancing” agency, we mean standby agency, an agency that 
is there to balance the credit structure if we need it. Certainly if 
we don’t need it, let’s not use it. Let’s not expand credit merely for 
the idea of just expanding credit. 

Mr. Rarns. You realize, of course, that across the country, and we 
are speaking from firsthand observations, from New York, Philadel- 
phia, Los Angeles, from leading men and all types of housing busi- 
ness, that mortgage money is actually tight now. Is that true in 
Chicago or not ? 

Mr. Sttverwoop. Wherever we have a sound loan we so far have not 
had any difficulty in getting it. I believe that we are listening to a 
certain extent to some hysteria. 

Mr. Rarns. At what price are you able to get the money? What 
are the discounts and so on? 

Mr. Sitverwoov. Well now, of course, you are probably referring 
to some particular type of loan. That will vary with whether we 
are referring now to multiunit apartment buildings or homes. 

Mr. Rarns. I am referring to an FHA-insured loan, whether it be 
on a home or a multifamily dwelling. 

Mr. Sitverwoop. On that I have asked Mr. McKenna, who is a 
mortgage man and on our board of directors; he is probably more 
familiar with that than Iam. Would you answer that, George? 

Mr. McHenry. The prevailing discount rate on FHA mortgages 
is from 1 to as much as 3 percent in the Chicago market. 

Mr. Rats. Are you able to get the money at the going FHA rate 
of interest ? 

Mr. McHenry. Well, except for the discount, yes. 

Mr. Rarns. Now one other question, Mr. Silverwood. Do you be- 
lieve in the slum-clearance program such as is being started here in the 
city of Chicago, the slum-clearance program? Do you think that is 
a needed and necessary program ? 

Mr. Stiverwoop. By that do you mean the enforcement of local 
building codes and clearing of homes where we have decided this is a 
slum area $ 
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Mr. Rarns. That is from the local angle. Do you believe in Federal 
participation and the expenditure of Federal funds for slum clear- 
ance in the cities 

Mr. Stiverwoop. I would prefer certainly leaving this to the local 
area, and I am speaking there personally. 

Mr. Rarns. We would all prefer that. I will phrase it another way. 
Do you think the local communities, including Chicago, can do it on 
their own ? 

Mr. Sriverwoop. I expect we are going to need some Federal aid. 

Mr. Rarns. Now, if Federal aid is needed for slum clearance, aren't 
you going to need a little public housing to put the low-income people 
in? 

Mr. Stiverwoop. I think that would be like a man having appen- 
dicitis and treating it with arsenic. 1 would suggest if we come to that 
conclusion it might be better to have a direct subsidy to those people 
who can’t pay the rents, because then we are not hiding it, we are not 
covering it up, and we are keeping it on our basis of private enterprise. 

Mr. Rarns. We could discuss this for a long time, but I will pass 
on to the other members of the committee. 

Mr. Apponizio. I don’t want to get into a long-winded debate, but 
i will just say I do not agree in entirety with the statement as sub- 
mitted. I will defer any questions. 

Mr. Ratns. Any questions? 

Mr. O’Hara. Mr. Chairman, I am very glad that Mr. Silverwood ap- 
peared here. Before you appeared here, Mr. Silverwood, I assured 
you this was a study group that we wanted all viewpoints presented. 
You said you would cooperate with us and you have done that. That 
is all we want from any witness. A presentation of his conclusions 
based on his experience, and then the committee can consider them 
all. While I may not agree in some of your conclusions, in others 
I do. I do appreciate having had the opportunity of listening to 
your forthright statement. 

Mr. Stiverwoop. Thank you. 

Mr. Rarns. That is what this committee is for. We don’t try to 
fix the opinions of anybody. We are trying to get information. 

Any further questions ¢ 

Mr. Barrerr. Section C says: 

As a means of preventing the growth of slums and urban blight, we recom- 
mend an amendment to the Federal tax law providing for deductions from tax- 
able income up to $500 in any 1 year for maintenance and repair of a home. 

_ How much money do you anticipate should be spent before deduc- 
tions are acceptable ? 

Mr. Strverwoop. Do I understand you to say how much money 
should be spent before the deduction is acceptable in the tax ? , 

Mr. Barrett. That is right. 

Mr. Sitverwoop. If I understand that question correctly, I believe 
that the first $500 would be deductible. 

Mr. Barrerr. Regardless of the amount spent ? 

Mr. Sirverwoop. Yes. 

Mr. Apponizio. In other words, you place a $500 limitation on that ? 

Mr. Sitverwoop. Right. 

Mr. Yares. I have one question. 

Mr. Apponizi1o. I do want to say, Mr. Chairman, I agree with that 
particular provision. . 
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Mr. Suiverwoop. I think it would make a very interesting sugges- 
tion for this subcommittee to bring before your entire committee as 
a part of the type of thing that is going to go on next year. 

Mr. Ratns. It is a good suggestion. 

Mr. Yares. The members of the Chicago Real Estate Board are 
interested in housing for all types of people. Does it have a proposal 
for housing the group which in the 1950 census showed was 29 percent 
which had incomes of less than $3,000? How do you propose to house 
these ¢ 

Mr. Sirverwoop. I don’t think it is economically possible for every- 
one to have new housing. We feel we have a housing program where 
the majority of our housing industry has been going at top speed and 
to take any segment of this housing industry and say “Now we are 
going to build new housing here rather than over here,” to us that is 
immaterial where the housing is being built. 

Mr. Yates. Do you disagree with Mr. Gown who preceded you 
as a witness and testified that Chicago was not keeping pace with its 
housing needs ¢ 

Mr. Suzverwoop. Yes; I disagree. Weare building as rapidly as we 
can, and I disagreed when he said we need public housing and I obvi- 
ously disagree with the committee. 

Mr. Yares. Do you think that the amount of building that is going 
on—I think you mentioned in rental housing the increase from 1,000 
to 3,000—is keeping pace with the rate of deterioration of the rental 
units ¢ 

Mr. Sriverwoop. I would say this: In rental units many people 
are changing from renters to owners and they are buying out in the 
peripheral areas of the city. I think that our building industry is 
going at its top possible limit. I don’t think we could build more. 

Mr. Apponizi1o. Could you give us some idea of the rents that are 
charged for these rental units that have been built? 

Mr. Sriverwoop. Well, a good many of these units were middle- 
income rental units. 

Mr. Apponizi1o. Do you have any figures at all ? 

Mr. Sitverwoop. They run in the neighborhood of $15, $20, or $25 
per room. 

Mr. Yates. All of the 3,000? 

Mr. Sitverwoop. No; I say a good portion of them were middle- 
income units. 

Mr. Yates. Well, if I may ask one more question, I know in my 
own district, the near north side of Chicago, the units being built 
there are renting from $35 to $50 a room. 

Mr. Sitverwoop. Yes; there are a number of those there, but I sus- 
pect most of them are in the area of around $25. 

Mr. Yates. Have you made any studies of this? 

Mr. Suiverwoop. No. 

Mr. Rarns. One last question, Mr. Silverwood. I assume that the 
commission, the real-estate commission in Chicago, is about the same 
as nationwide, 5 percent on most transactions for homes. I am speak- 
ing of small homes now. Is that about right, is that about the figure? 
Mr. Sitverwoop. You mean on the sale of homes? 

Mr. Rarns. Yes; and I am speaking of small homes. 
Mr. Sitverwoop. That is about right. 
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Mr. Ratns. Now, in the light of the fact that those homes a few 
years ago were selling for three or four thousand and today are selling 
for $10,000, do you think that 5 percent is still a realistic figure on 
real-estate transactions today or is it too high or too low ? 

Mr. Sriverwoop. You certainly wouldn't expect me to say it was 
too low. 

Mr. Rats. It has occurred to me over the years that while the 
prices have gone up which increase the amount I have never seen any 
reduction in the real-estate commission. I am not suggesting that 
there should be, but I am just wondering if the real-estate boards 
take into consideration that factor in setting their commissions. 

Mr. Strverwoop. Yes; they do as they take into consideration the 
fact that they have children at home to educate and they have food to 
buy, and that they are subject to the increased cost of living the same 
as all the rest of us. 

Mr. Ratrns. I havea real-estate man sitting over here. 

Mr. Barrett. Mr. Silverwood, could you suggest any scale whereby 
fees below 5 percent might be acceptable ’ 

Mr. Sitverwoop. You mean the lower priced houses we should 
charge a lower commission, is that what you mean ? 

Mr. Barrerr. No; if you sold a property for $3,000 and got 5 per- 
cent, and then you sold it for $15,000, what do you think a reasonable 
percentage should be? 

Mr. Suiverwoop. I think the percentage fee is the most fair because 
if I own a $10,000 house, I am just as willing to pay $500 as if Lowna 
$5,000 house and pay $250. 

Mr. Rains. The transaction is about the same whether it is a large 
one or a small one? 

Mr. Sirverwoop. Actually what we are doing is about what the doc- 
tors do, we are giving more service for less money at these lower prices. 

Mr. Boyze. Could I ask a question, Mr. Chairman ? 

Mr. Ratns. Mr. Boyle. 

Mr. Boyue. Mr. Silverwood, I was quite taken back when you said 
in Chicago you have rental units at $15 a room. 

Mr. Sitverwoop. I probably gave too low a figure on that. 

Mr. Boyie. You can’t point out one? 

Mr. Sriverwoop. No. 

Mr. Boye. As a matter of fact, 1 don’t think you could point out 
one renting for $20 a room. 

Mr. Siutverwoop. I think I could. 

Mr. Boye. I would like to have you check upon that. Is there any- 
body at your panel that can tell us now where the rental last month 
was $20 a room. 

Mr. Sitverwoop. I can point one out at $25. 

Mr. Boyt. I would like even the $25 per room unit pointed out. 

Mr. Yates. Are you talking about new construction ¢ 

Mr. Borie. Yes; and you are talking about new housing. 

Mr. Su.verwoon. I was off base when I used $15. 

Mr. Bortz. And $20. And as a matter of fact, you are pretty much 
off base when you talk about the aggregate being $25. You are way 
off. As a matter of fact, why don’t you consult with those people 
there and ask them if they have an opinion that we can rely on as to 
what you actually have to rent a house for per room here in this 
district. 











INVESTIGATION OF HOUSING, 1955 93 


Mr. Stiverwoop. I think we have struck an interesting thing here. 
The area where I am speaking of $25 is in the area where they have 
to provide their own service. I was thinking of some buildings out 
south where they are renting at $25 a month. 

Mr. Bortz. Transcending that area, you can’t get me any area 
where the cost per room per month in this whole picture of those 3,100 
units won’t aggregate probably $40 per room. Have you got any 
figures on that? 

Mr. Sritverwoop. If you are getting full service, I suspect $35 or 
$40 is probably right. 

Mr. Bortz. I would make you a friendly bet of $1 that it would 
probably be $40 and not $15 per room. Now, if vou have got some 
figures, I would like to have them. 

Mr. Strverwoop. As I explained to you, 1 don’t have the figures. I 
um notabuilder. Iam a real-estate broker. 

Mr. Bortz. Do you know what the cost per cube is around here / 

Mr. Sitverwoop. I presume our mortgage man can give you this. 

Mr. Ratns. I think we have to move along. You can submit that 
for the record. Somebody could get us the average cost, rental per 
room, and submit it for the record following this testimony. 

Mr. Yates. Mr. Chairman, I suggest that it be supplied for the 
3,104 units built last year. 

Mr. Sitverwoop. We can get you that. 

Mr. Bortz. May | ask just one more question ‘ 

Mr. Rats. Yes. We will have to keep on schedule, but ask one 
more. We have a lot of witnesses. 

Mr. Borie. I was interested in your answer that you felt that a 
direct subsidy in public housing would be a little bit more realistic 
than that which obtains now and I thought I heard you say that you 
favored the direct subsidy. 

Mr. Strverwoop. I would. 

Mr. Boye. Now, have you got any figure in mind that you would 
like to pass along ? 

Mr. Sitverwoop. No; because that would be like substituting one 
poison for another to me. 

Mr. Borie. Now, when I accepted your statement in the fashion 
that was given, there isn’t any freedom of specification that you want 
us to take. In other words, you are in favor of poor houses; would 
that be it? 

Mr. Sitverwoop. No; [am not in favor of poor houses. 

Mr. Borie. Well, if the direct subsidy and the fact that it is poison 
indicates that it is the same as when I was a boy we used to call those 
poor houses. Is that too far a refinement or too far an extension of 
your position 4 

Mr. Sitverwoop. No; I think that is much too far an extension of my 
position. My position would be that we are paying so much now for 
every man that lives in a public house. We are in effect. paying him 
so much for his rental. It is hidden, of course, as a subsidy, but we 
ull know it is there. We all know that in the cost of administering 
ihis and in the cost of building, we are developing costs that are con- 
siderably more than if we handed this man so much and let him go out 
and rent a place. In other words, he is in a position that he can’t 
rent In our present price system. Now, our position is that we would 
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prefer handing him the money direct without going into all of this 
additional expense and letting him rent places that are already there 
available. 

Mr. Rains. Mr. Silverwood, I would like for us to continue this 
discussion longer, but we have many witnesses, as you know, and we 
must run on schedule. 

Mr. O’Hara. Mr. Silverwood, I want to make this observation. 
This is a fact-finding committee and it has been the policy of the 
committee to listen attentatively to the testimony of the witness and 
to avoid arguments and controversies with witnesses. We appreciate 
your being here. 

Mr. Sitverwoop. Thank you. 

Mr. Rats. The next witness is Mr. Usher. 

Mr. Usher, you have already identified yourself for the record. If 
you can, I will ask you to summarize your statement as best you can. 

Mr. Usuer. I don’t think I will take any more time than we have 
been allotted, Mr. Chairman. 


STATEMENT OF JOHN A. USHER, CHAIRMAN, URBAN REDEVELOP- 
MENT COMMITTEE OF THE CHICAGO REAL ESTATE BOARD 


Mr. Usner. I should say on behalf of the committee that I repre 
sent that I don’t think we are going to have anything very contro- 
versial. I also would like to say that the men on my committee are 
well versed and know something about the housing picture. 

As for myself, I come from a family that has had three generations 
in the building and operation of housing here in Chicago. By that ] 
don’t mean from a capital standpoint, because I had building me- 
chanics on both sides of my father and mother’s side. I have three 
brothers in building mechanics, any number of nephews, and so forth, 
so I think I know something about the low-down part of this housing 
thing. 

This is my statement: 

Like other large cities where the housing consists principally of 
rental units, Chicago was made up of approximately 70 percent rental 
apartments in 1940. 

During the last 10 years, Chicago has had a serious deterioration 
of many of its formerly good neighborhoods. Thousands of fine fami- 
lies, dissatisfied with the discouraging trend taking place within the 
city, brought about a greater and greater demand for better and more 
stable housing in the outlying districts surrounding the city. Be 
cause of attractive FHA-guaranteed financing, builders found, as 
was never before known, a highly profitable, enormous field in building 
and selling individual homes in these outlying areas. 

Statistics prove that in large cities very few young couples consider 
buying a home in their early married years. Middle-aged couples 
with their families raised, or couples with no children seldom want 
the burden and inconvenience of outlying homes. Added to this are 
the thousands of newcomers to the large cities who seldom buy homes 
until they become familiar with the city and are sure their employ 
ment is satisfactory. Good rental housing is a basic necessity of an) 
large city. Without multiple apartment buildings, a city like Chicago 
would find the real estate tax base an impossible burden. There is no 
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general housing shortage in Chicago today, but there is an acute short- 
age of modern rental apartments. 

The modernization of sound city housing structures with guaranteed 
FHA financing, is the answer to the problem. Since the end of World 
War ITI only a few thousand rental apartments have been built in our 
large cities. The older units are frequently attractive in architectural 
design, layout, room size, entrances, porches, full kitchens, large base- 
ments, laundries, and storage space. If they had interior moderniza- 
tion and decorating, many of them would be preferable to the newer 
apartments, and the owners could now be assured of rentals to produce 
attractive operating profits. 

Over 90 percent of all housing units in our large cities need re- 
wiring to keep up with the vast advancements in electrical appliances. 
This will bring into these houses safety, comfort, laborsaving devices, 
education and a feeling of contentment never before known. Many 
buildings need new kitchens and baths; they need plastering, carpen- 
try, painting, decorating, and other improvements now offered only 
in the new individual houses located far from the city conveniences. 

If the FHA will arrange comparative guaranteed financing on 
existing apartment buildings, it will stimulate the modernization pro- 
gram and in a matter of months there will be phenominal improve- 
ments In many apartment building districts, without mereasing’ the 
number of units. New confidence would then quickly return to the 
large cities. 

Owners of apartments and homes who have substantial mortgages 
and limited cash, cannot modernize without the aid of FHA all-over 
mortgages. Owners who have little or no mortgages and substantial 
cash ean finance through the present regular mortgage channels, but 
they can feel safe to go ahead only if they know that FHA loans 
are available for their less fortunate neighbors to carry out their part 
of the modernization program. If such financing were available. 
apartment owners who do not want to modernize could easily sell 
their buildings at a fair price to new owners, who will want to mod- 
ernize these older buildings. In this connection, arrangements should 
also be made by proper legislation or regulations to permit a fast 
writeoff of capital investment for modernization by all owners. 

In summarizing, may we state: Because apartment buildings make 

up a large segment of our big Chicago housing, and because the people 
who live in such housing set the standard for vast areas in our cities, 
we must revive and modernize these apartment buildings. No alert 
private builder will build new housing anywhere if the surrounding 
buildings are run down. This is the reason FHA section 207 is not 
being used in Chicago. 
_It is a mistake to expect government housing agencies, Federal, 
State, or city, to cure our housing troubles. They can help by en- 
forcing zoning, building occupancy, health standards and regulations, 
and by cooperating with private owners and builders. The bull- 
dozer, steam shovel, and public housing are not a cure. Moderniza- 
tion and rebuilding by private owners will revive and bring confidence, 
without which we cannot save our cities. 

Financing is the key to the entire problem, but section 220 simply 
does not fit our Chicago situation. FHA is justified in guaranteeing 
long-term, low-rate, large-percentage loans on new housing in out- 
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lying, undeveloped territories, and FHA surely should do the same 
for all types of our present citiy housing, which can be modernized 
and brought up to predetermined standards in the respective neighbor- 
hoods. These loans could even include proper, approved conversion 
of old, very large homes or apartments, sound in structure, but obso- 
lete only because of their excessive size. With FHA loans available 
for modernizations, the city authorities could feel free to enforce com- 
pliance with set building standards. Violators could no longer plead 
the lack of funds to be allowed makeshift corrections. They would 
be required to bring their buildings up to an agreed standard for 
their neighborhood, and would do so willingly if they had available 
to them attractive financing. This enforcement alone would com- 
pletely change the core of our housing troubles. It would change a 
vast number of slum-threatened buildings into sound livable housing. 
If we could have FHA financing at a minimum discount with a guar- 
anteed market, through the Federal National Mortgage Association, 
we would soon have this extensive modernization. 

Most of our apartments can be modernized to produce fine, sound 
housing at below the cost of new construction. ‘They can be profit- 
ably rented, or sold to investors. In city real estate, as in everything, 
the motive of profit will activate millions of owners and builders. 
It will also develop keen competition and American ingenuity, to 
the end that the buyers will get the greatest possible value for their 
money. Given the opportunity, a large percentage of our city popu- 
lation will rent or own good housing, just as they own good auto- 
mobiles and television sets. This will include many who left the 
city because of the housing evils. 

That is the end of my statement. 

I would like to make just a couple of personal remarks on this 
picture. 

Mr. O’Hara. Mr. Chairman, if Mr. Usher would tell what he has 
done, I think it is one of the most promising accomplishments we have 
in that field. 

Mr. Usner. To check on my beliefs and try to prove my beliefs, 
our family has modernized some buildings. I don’t think any of 
you have seen them, but Congressman O’Hara has seen pictures. This 
is just a matter of the last year. 

One building is 30 years old, located out on the South Side, and 
we took that building and modernized it completely inside and out, 
and I actually feel that the apartments are more attractive, they are 
larger in size, as far as room size is concerned 

Mr. O’Hara. What about the rents? Would you tell the committee 
the story you told to me? 

Mr. Usuer. Well, with reference to the rents, the apartments were 
renting for approximately $70 during rent control and at the end of 
rent control. We had three vacant apartments, and we decided to 
modernize. We found in order to make the thing go and make it 
profitable we would have to get $120 where we were getting $70. We 
put an ad in one of the newspapers and we had 15 applications for 
those 3 apartments. Then we showed them to our own tenants. Sev- 
enty-five percent of the tenants stayed. Only 2 out of 52 moved 
because they said they couldn’t afford it. The others moved because 
of other purposes. They either wanted something larger or some- 
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thing like that, but 75 percent of them stayed, and not only did they 
stay, but they bought new furniture and they have now furnished us 
with enough applications that if we have any vacancies, we have a 
waiting list from the friends of the people that are the tenants. 

Now, these people no longer have any idea of going out in the 
suburbs. They are perfectly content and proud, and I think they have 
better housing for less money than in any other way housing can be 
produced. 

Mr. O’Hara. If the members of the committee have time, I would 
like them to see those photographs. 

Mr. Usher took an old, rundown building that was sort of an eye- 
sore. He rebuilt it so that all of the rooms were modernized, as was 
the exterior. Now it compares most favorably with a brand new 
building. That wouldn’t have been possible unless Mr. Usher were 
able to arrange private financing that was not available under the 
present program. 

Mr. Usuer. That is right. I had to borrow for that. 

Mr. O’Hara. If we had more liberalized FHA credit for such op- 
erations, more of them could be carried on. 

Mr. Usuer. I will just say this: Where you have 70 percent of 
your housing in rental apartments, and I know myself of many that 
are 40 and 50 years old that could be modernized like this one, and 
it would change the whole caliber of a city like Chicago. 

Mr. Ratrns. I think you have some good points in this whole state- 
ment. You couldn’t do this job under title 1 repair-loan financing, 
as big a job as you were doing ? 

Mr. Usuer. No. 

Mr. Rarns. Now, it is true, as you well know, that there is title 1 . 
under FHA for repairs. Is it your idea that that section may be ex- 
panded to include remodeling and not only repairs ? 

Mr. User. Chairman Rains, I have given this a lot of thought. 
In fact, I wrote to all of you men on the Banking and Currency Com- 
mittee several months ago. I also wrote to Albert Cole. I should say 
first of all that both of the Congressmen that I know that come from 
this area that are on this committee, Congressman McVey and Con- 
gressman O’Hara immediately started to try to do something about 
it, and Congressman O’Hara, I know from what I have heard people 
say, really tried to get this legislation through before the end of the 
last period. 

In the meantime Albert Cole got busy with the FHA, and I have 
correspondence from the FHA that they thought they could do some- 
thing with section 207. 

Mr. Mason wrote me and said that they were very much interested 
and thought they were going to do something with 207. 

I later checked here in Chicago and found out that they were about 
ready to do something and about 30 days ago I talked to the Chicago 
— — they said they expected 207, the regulations in 207, to be 
changed. 

Mr. Rarns. Is it your understanding then that if the regulations 
under 207, expanded regulations, let us say, were put out, that you 
think such a program as you put here to us could be put underway ? 

Mr. Usner. Yes, I think we could get going very fast with a situa- 
tion like this. j 

























































































98 


INVESTIGATION OF HOUSING, 1955 


Mr. Rarns. Do you think you could get local financing if you had 
FHA guaranties? 

Mr. Usuer. I don’t know how much we could get, but I know this: 
T have talked to a number of bankers, including the banker that helped 
finance this work that I have done, and those bankers say that they 
would make a market for a certain amount of it. I suppose they would 
be limited, but that is how anxious they are. 

I don’t know of a single person in the building business or banking 
business that isn’t in favor of this idea. 

Mr. Rarns. Now, specifically, if you know, are the regulations in 
207 to be changed to fit this? 

Mr. Usuer. As I understand 207 is such that the money can be made 
available for such purposes, but you must use 50 percent of the money 
for repairs. When you reach that point, the building is pretty far 
gone. And that is what makes it impractical. I suggested it should 
be 25 percent or something around there. 

Mr. Ratns. If it was over 50 percent, the building would probably 
be almost beyond salvage. 

Mr. Usuer. That is right. 

Mr. Rarns. I hope the FHA moves along with this. Another look 
can be taken at this thing when we come back in January. 

Mr. Usuer. I feel quite confident that we in Chicago can do this 
va oe thing under 207. Whether you can look into something more 

elpful 

Mr. Rarns. Well, you tell us FHA is cooperating to get it underway. 

Mr. Usner. Yes, and I hope we will have it shortly. 

Mr. O’Hara. You will recall, Mr. Chairman, this matter was spe- 
cifically referred to your subcommittee. 

Mr. Rats. Yes, by action of the Banking and Currency Commit- 
tee, which specifically referred it. That is why I wanted to ask those 
specific questions about it. 

Do any of you gentlemen have questions ? 

Mr. Apponizio. I have one. 

I don’t know whether Mr. Usher explained it or not, but you said 
something about section 220 not fitting the Chicago situation. 

Mr. Usuer. Yes; I would like to explain that. 

Mr. Apponiz1o. I would like some explanation. 

Mr. Usuer. Congressman, 220, as I understand it and read it, is 
more or less a case where the area is so badly gone that it requires 
a Jot of new action by the local government to assure schools, parks, 
and all that sort of thing. 

Now, we have a great many areas in Chicago that are not in that 
kind of shape. They are definitely in trouble, and they are fearful. 
I know Congressman Yates certainly knows that is true in a great 
many areas. People are worried. They feel the city is going to fall 
apart. Nevertheless, the housing is good; it is sound housing. What 
we need is finance that will bring back the confidence and get this 
thing going. 

Does that answer your question ? 

Mr. Apponizio. Yes. 

Mr. Rarns. We are going to take a little break here of about 3 
minutes. 

(Short recess taken.) 
Mr. Rats. The committee will please come to order. 
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Mr. Yates had one question he wanted to ask. 

Mr. Yates. You were in business before the war, weren’t you? 

Mr. Usuer. Yes. 

Mr. Yates. What was the vacancy factor suffered by most rental 
unit owners? Was it in the neighborhood of 5 percent? 

Mr. Usuer. I don’t know that there was ever a standard. 

Mr. Yates. In computing value in renting, in buying a property to 
rent, you allowed for a vacancy factor ? 

Mr. Usner. Y es, I can remember computing 3 percent for a vacancy 
factor. 

Mr. Yates. Is that same formula used today ? 

Mr. Usner. I don’t know of any formula used today. You have 
to take into consideration 10 years of depression. 

Mr. Yates. What 10 years are you talking about? 

Mr. Usuer. I am talking about the thirties. That was followed by 
11 years of rent control, so these flat buildings are something that 
have been kind of an orphan. It is the only part of the building econ- 
omy that has got all out of kilter with what can be standard, in my 
opinion. 

Mr. Yates. I wondered about that last statement. Haven't rents 
in Chicago gone up to a higher level than any other city in the 
country ¢ 

Mr. Usuer. That is probably true, Congressman, but here is some- 
thing you probably don’t know. All of the history of rental prop- 
erty in Ciieago would show that an older building, even though it 
might be 25 or 30 years old, would rent for 80 percent of new. We 
haven’t reached anything like that category yet. In fact, these new 
modernized apartments I am talking about are renting for consider- 
ably less than new, and I think that they are better and still they are 
profitable. That is the reason I think this is a sound way of starting 
this thing. 

Mr. Yates. I don’t understand the point you make when you say 
they are renting for considerably less than new. 

Mr. Usner. These are renting for about $30 a room. 

Mr. Yates. New buildings are? 

Mr. UsHer. No, these modernized ones that I think are better than 
new can be rented at $30 a room at a profit, and I think in the same 
area you would probably have to get $40 a room, so these rentals are 
25 percent less than new, and I think, not because it is mine, but I 
would like to have you men come out and see it, and I think you 
would agree that these apartments are actually preferable to many 
of the new ones. 

Mr. Yates. I want you to know that I am a supporter of this idea 
of yours. I think it is a wonderful idea, and I don’t know why this 
hasn’t been proposed before, because I think for a city such as Chicago 
where we are threatened with destruction of our neighborhoods, we 
need such a program by citizens as yourself. 

Mr. Bortz. As I understand, there is some talk by businessmen as 
to Woodlawn, the Wilson Avenue, and Englewood district, in support 
of a modification of that section. 

Do you know anything about those groups? 

Mr. Usner. Congressman, I have been trying to preach this pro- 
gram for many months. As I said before, I have talked to bankers, 
businessmen and all that sort of thing, and I don’t find one of them 
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that has a serious objection to the thing, because this allows private 
enterprise to really do a job, and I think we can really do an awful 
lot with it. 

Mr. Borie. Thank you. 

Mr. Rarns. Thank you very much. 

The next witness we have is Mr. Raymond J. Spaeth. 

Would you come around, please, sir ? 

Mr. Sparrn. Yes, sir. 


STATEMENT OF RAYMOND J. SPAETH, CHAIRMAN, SOUTH SIDE 
PLANNING COMMISSION 


Mr. SparrnH. Mr. Chairman, my name is Raymond J. Spaeth. I 
am a citizen of Chicago, and am chairman of the South Side Planning 
Board. 

My observations may be general and not too specific, but I thought 
I would bring you the story of our community organization. 

In 1944, the seven square-mile area extending from Roosevelt Road, 
(12th Street) on the north, to 47th Street on the south, and from the 
Pennsylvania Railroad on the west to Lake Michigan on the east, on 
Chicago’s near South Side was one of the largest and most notorious 
slum areas in the United States. 

In 1946, citizens, in and of this area, representing business, labor, 
education, religious, medical, and other institutions, formed the South 
Side Planning Board, a community organization to stimulate and 
guide a planned redevelopment of this entire 7-square-mile area. 

Through a program of research, planning, and action, slums and 
blight are being replaced by new Sind public and private, by 

rowing campus of outstanding institutions, by expanded facilities 

or Chicago’s largest private hospitals, by special areas being cleared 
and set aside for new industrial locations, and by new public build- 
ings and facilities. 

At the same time, municipal housekeeping services, street mainte- 
nance and repair, street lighting, and refuse collections are improving. 
Public transit is better meeting the needs of local business and resi- 
dents. New highways and expressways are underway to handle the 
city’s traffic, and crime, delinquency, and disease, in this area have 
dropped decisively. 

The area which was once, in the late years of the last century, Chi- 
cago’s finest residental area, only to sink into one of the Nation’s worst 
slums, is again emerging as one of the most promising sections of 
the city, and there is renewed confidence that that area will come back 
and serve our city again. 

Today there are some 22 redevelopment projects underway. As a 
result, over 114 square miles is scheduled for complete rebuilding and 
redevelopment. The total funds involved in this redevelopment pro- 
gram are in excess of $225 million. The projects, to mention a few 
examples, include such as public housing, some 215 acres with more 
than 6,000 units, private housing, the Lake Meadows New York Life 
Insurance Co. project of 100 acres, with 2,000 units, and the 110-acre 
campus of Illinois Institute of Technology, with 55 buildings to cost 
an estimated $45 million. Large areas for new housing and industrial 
sites are being cleared by the Chicago Land Clearance Commission 
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through slum-clearance programs of local, State, and Federal gov- 
ernments. 

I think on the South Side we have made a wonderful record of 
achievement. The job, however is only partially done. Although the 
social and economic justification for clearing slums has been generally 
accepted, the glamour and great impetus of the slum- clearance pro- 
gram is wearing somewhat thin. If the work is to be carried to its 
final conclusion in our area, certainly it will be only because sympa- 
thetic consideration, and action, is given to the large financial needs 
of completing the redevelopment program. 

Following the war, with the emphasis on the need for better and 
more housing, there was great enthusiasm for slum clearance. We 
felt we could not afford to perpetuate slums. The cost of a single 
battleship would cover the capital construction costs of a typical slum- 
clearance project. Operating savings of health, welfare, police, and 
other municipal services in a slum area over those of a redeveloped 
area, plus the improved tax base resulting from redeveloped area 
made slum clearance not only socially, but economic ally Lae 
Recently, however, there has been increasing question on the Federal 
Government’s role in these programs. 

The problems of the slum areas are so tremendous that they over- 
whelm the individual redeveloper, be he an individual homeowner, an 
industrialist or a real estate man, or even the city of Chicago as a 
whole. You cannot nibble at any phase of the slum problem—the 
blight must be attacked in large bites, and the cancerous facets of the 
slums completely eradicated if the new environment is to be main- 
tained. This requires clearance and rebuilding on such a large scale 
that private, or local government financing just does not appear pos- 
sible, nor on a sufficiently large scale to equal the demands. 

Not one of the redevelopment projects in our South Side area would 
have been possible without the use in some form or other of Federal 
funds. If such funds were not forthcoming in even larger amounts in 
the years ahead, then even the gains alre: udy made will be lost. The 
elements of blight remaining are suffic iently large that they must be 
completely eliminated, or they will again engulf and destroy the good 
ilready restored. 

Since there is no future project in our area which is not dependent 
upon Federal assistance in some form, I would like to urge your com- 
mittee to give every consideration to providing Federal funds for 
slum clearance and urban renewal on as broad and extended basis as 
possible. 

Those of us who have lived in this area and seen it develop feel that 
there isn’t any more important problem to the city of Chicago, and 
perhaps to our Nation, than ridding ourselves of these slums, and 
we would like to see that program go ahead. 

Mr. Rains. Thank you very much. 

Let me ask you a question. 

Is the South Side Planning Board a community planning board ? 

Mr. Sparetu. Yes. 

= Rats. Does that tie in with the other planning groups of the 
city 2 

Mr. Sparro. Not in an official sense. However, we work very 
closely with the city planning organizations. 

Mr. Rarns. It isa group inteedid citizens, really ¢ 
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Mr. Sparru. Yes, those interested in seeing something done about 
this area and everything possible done to bring it back. 

Mr. Rarns. That isa very fine idea. 

Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, the South Side Planning Board is 
doing a terrific job. I wish to commend Mr. Spaeth for the masterful 
way he has presented the problem. 

I wonder if you could use the map so that the members of the 
committee could get an idea of the area that you encompass. 

Mr. Sparru. Well, actually these maps don’t show our area. We 
come from 12th Street, up here, and Roosevelt Boulevard, with the 
Pennsylvania Railroad on the West Side, down to 47th ‘and from 
47th east to the lake. 

These areas in through here [indicating] give you a picture of the 
many projects underway. Again it is difficult to talk about it. If 
you come down and take a look at it, it is a very thrilling sight to see 
these new projects emerging from slum surroundings. 

Mr. O’Hara. Because of the committee’s tight time schedule, we are 
not able to make a tour of the city. I wonder if you could describe 
the projects underway. 

Mr. Sparrn. There are a number of them. 

Here are some 6,000 units, I think, of public housing in this area 
[indicating]. Illinois Tech 

Mr. O’Hara. Now, along with those public housing projects, a 
school has been built ? 

Mr. Srearru. That is right. There are a number of projects that 
are already attracting other projects into the area. The public hous- 
ing projects improving the area have made it possible for private 
pr “ojects tocomein. We have the Lake Meadows project here. There 
is a private project here of some 800 or 1,000 units. 

Mr. O’Hara. That is all. Thank you very much. 

Mr. Rarns. Would you come back for one more question ? 

You are a volunteer worker yourself, I suppose, in this business ? 

Mr. Spaetu. That is right. 

Mr. Rarwns. What is your business ? 

Mr. Sparru. Vice president and treasurer of the Illinois Institute 
of Technology. 

I am interested in this because the institute has a choice of staying 
where they were located or moving to the surburbs and establishing 
a new institution. We decided to stay, and in staying I got involved 
in the whole area. 

Mr. O'Hara. You have done a good job. I wonder if you would 
mind telling the committee about what the institute is doing, the num- 
ber of blocks you are developing, the college buildings you are putting 
up there, and the houses for the faculty, and the schools and that 
entire development, and who is furnishing the money for it. 

Mr. Spaetu. I will be glad to. 

The Illinois Institute of Technology owned this property down 
there, and at the time of 1940 our first problem was to provide a new 
site for the campus. We looked around because we didn’t think we 
could develop this area. But after looking around we decided to 
stay there and develop. 

We started with 25 acres and saw we couldn’t exist in the surround- 
ings so we enlarged it to 50 acres and finally were working on 110 acres. 
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There are 59 buildings planned, 29 of them for research and educa- 
tion, technological education, and the others are for service and hous- 
ing of students and staff. 

Our total project will run around $45 million, and in 10 years we 
have spent about thirteen and a half million dollars and about 
$3,600,000 for land. 

We hope to finish the job in the next 10 years. We think we can 
make it. 

One of the best assists we have had is the college loan program 
which has made available to us about $4 million for college housing. 
We made good use of that. We have an application before the Chi- 
cago Land Grants Commission because of the 1,260 parcels of land 
we had to acquire and put together. We bought 1,100 of them under 
private negotiation where we got together with the owners. 

On the remaining 165 we have been held up and blocked. So we 
have come in to the Chicago Land Commission and they are enabling 
us to obtain the other 165 which will enable us to clear the whole area. 

Again the Federal Government will be involved in the Chicago land- 
clearance program. We have made wonderful progress but we 
couldn’t achieve it without governmental assistance. 

Mr. Rains. How much of that $45 million is Government financing : 
any of it? 

Mr. Srearru. To date we have borrowed $4 million from the college 
loan program. Other than that there is none. Under the land- 
acquisition program planning we estimate it will cost $1.900,000 for 
the balance of the parcels. Probably if that thing is approved, maybe 
two-thirds of it would come from the Government, so we might have 
x direct subsidy of perhaps $2 million in the whole project, and of 
course the $45 million will be fully repaid. That is on a loan basis. 
So there is only an indirect subsidy in the total of less than $2 million. 

Mr. Rains. Thank you very much, Mr. Spaeth. We appreciate 
your coming. 

The next witness is Mr. Julian H. Levi, executive director, South- 
east Chicago Commission. 

Come around, Mr. Levi, and identify yourself for the record. 

Mr. O’Hara. Mr. Chairman, Mr. Levi is one of the great and dy- 
namic leaders in civic activities and has sparked the most. interesting 
und vitally important redevelopments in the University of Chicago 
rea. 

Mr. Levi. I am sorry I don’t have sufficient copies of my statement, 
Mr. Chairman. I will supply them within a day. 


STATEMENT OF JULIAN H. LEVI, EXECUTIVE DIRECTOR, 
SOUTHEAST CHICAGO COMMISSION 


Mr. Levi. My name is Julian Levi. Iam executive director of the 
Southeast Chicago Commission. The Southeast Chicago Commission 
is a citizens organization interested in the conservation and improve- 
ment of communities within the southeast area of the city of Chicago. 

The commission was organized by six of the major community 
organizations within that area working with the University of Chi- 
cago. In order that you get some idea of this organization, may I tell 
you that over 2,000 citizens in all walks of life, including not only 
banks, real-estate firms, businessmen, but just John Citizen, raised 
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the commission’s budget of something over $45,000 a year and actively 
participate in its programs. 

More work and hence experience in the fields of community con- 
servation and improvement have probably been carried out in south- 
vast Chicago than in any comparable area within the United States. 
You will hear from other citizens organizations active in this area. 
This area is now the situs of Chicago’s first urban renewal project. It 
has within it two slum clearance projects: Land Clearance Hyde 
Park A and Hyde Park B. Shortly a substantial portion of this area 
will be certified for action pursuant to the Illinois Community Con- 
servation Act. There is now reserved for such an urban renewal pro- 
gram by the Urban Renewal Commissioner something over $14 million 
in Federal funds. In many ways, therefore, our experiences as pio- 
neers in this field may be of some interest. 

In the limited time available, it is not possible to deal with all prob- 
lems in the situation as we have encountered them. We should like 
instead to touch upon just three matters. 

First, it is evident that programs of slum clearance and redevelop- 
ment, desirable and necessary as they are, cannot do the job of com- 
munity conservation. As competent observers have noted, we are 
creating slums faster'than we are eradicating them. 

Second, this was the philosophy which was put into action in Tlinois 
by the enactment of the Urban Community Conservation Act. 

Third, private enterprise must carry the primary burden of con- 
servation. There is not enough Government money and subsidy 
which can ever be made available to do the task solely on that basis. 

What people think of their neighborhoods has a way of coming 
true. The closer activity is to the individual homeowner and property 
owner the surer and the better the result will be. 

The paradox in our financial aids, specifically FHA programs, 
today is to defeat these very objectives sought in mature communities. 
Easy financing with low downpayments are available to homeowners 
at the periphery of our cities. In mature neighborhoods similar 
financing is not available. Loans are hard to come by. Maturities 
are short. Commissions are high. 

The short term operator who is not interested in the community or 
the city, nor for that matter in the improvement of his own property, 
enters into these situations to facilitate a fast exploitation. 

There is a kind of a Gresham’s law in this business. Bad housing 
and bad community conditions inevitably drive out sound operations. 

Give to individual owners the same comparable financing as can 
be found in the outskirts of our cities and the economic balance turns. 
Without it, we are dependent entirely upon Government subsidy and 
finance. With it, the economic impulse will turn toward improve- 
ment rather than quick exploitation. 

The effectiveness of any conservation program is in direct ratio 
with regard to the length of time that it takes to put it into effect. 
The element of time is so important that unless the program can be 
accomplished quickly, it may well be better not to start at all. 

A few examples may make this clear. 

First, any time a conservation survey is begun in any community, 
the future of many properties becomes uncertain in the public mind. 
In these circumstances owners are reluctant to proceed to needed re- 
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habilitation and improvement, which in itself may be one of the ob- 
jectives sought. 

Second, whereas in the case of Hyde Park A, a needed slum-clear- 
ance program is carried out in a conservation community, great hard- 
ships are imposed upon individual merchants who should like to, and 
ought to be able to remain in the community. The solution of their 
problems is primarily dependent upon the selection of a redeveloper 
who is ready, willing and able to negotiate with them for leases and 
space in the redeveloped commercial area. At this time, the neces- 
sary procedures have not been sufficiently clarified so that a redeveloper 
can be selected. 

Third, programs of property acquisition are hampered by the ne- 
cessity of obtaining approvals of prices from a number of official 
agencies on even individual parcels. There have been cases where 
approvals have been held up on comparatively small amounts with 
injury to the total program. 

Better coordination between the Federal authorities and the local 
public agencies appears to be an essential of the entire program. Our 
local public agencies are composed, just as the Federal agencies are 
composed, of persons of integrity, devotion, and ability. 

There are many programs carried out between the Federal Govern- 
ment and the States in other fields where there is not the constant 
day-by-day intervention by Federal authorities into matters of purely 
local content. 

Nothing is recognized as having a more definite situs than real 
estate itself. It certainly would appear that on questions of the valua- 
tion of real estate, of its disposition and of its conveyance to a re- 
developer, that the judgment of the duly constituted public authori- 
ties at the local level would be entitled to greater weight than it is 
often accorded. There are, of course, reasonable differences that can 
be found between anyone in programs of this magnitude. It would 
appear, however, to be a very good principle that more weight be 
accorded to the local views. 

Thank you, Mr. Chairman. 

Mr. Ratns. You are not a States’ rights Democrat, are you? 

That is a good doctrine in that last point you make. 

As an illustration, the Federal highway program is one in which 
the Federal Government takes a part but the State engineers say where 
the highways will go, and so forth, and there is very little intervention. 

You would like the same good sense used in the housing problem ? 

Mr. Levi. I could not agree with you more, Mr. Chairman. 

Mr. Rarns. I understand you are a constituent of the Second Dis- 
trict, so I yield to my friend, Congressman O’Hara. 

Mr. O’Hara. Mr. Chairman, the Hyde Park project is the largest 
one in the United States, I believe. 

Mr. Levi. Under conservation, yes, definitely. 

Mr. O’Hara. It has received national attention, and you and those 
associated with you have been receiving national acclaim for the work 
that you are doing. Of course I am very proud to be your Congress- 
man, 

Mr. Levi. We are proud that you are our Congressman, Mr. Con- 
gressman. Of course if we fall on our face in this situation, we will 
fall on our face with due prominence. 
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Mr. O’Hara. Now, we do have a problem, of course, and one you 
have touched upon is that of the time element. At the present time 
no redeveloper has been designated. 

Mr. Levi. Let me explain to you what the problem is so you can see 
how we have become involved in this kind of situation. 

Mr. O’Hara. I think the committee would be interested. 

Mr. Levi. Some months ago the Urban Renewal Administration 
issued a regulation that developers should be selected by 2 or 3 proce- 
dures. One procedure would \ by bids. Another would be at pub- 
lic auction. 

There is nothing wrong with these procedures if they can be nailed 
down to fit within the local requirements. 

I want to make one thing clear, and that is from our point of view 
nothing could be worse than a developer selected in a smoke-filled 
room, so to speak. But this is a peculiar business. You are buying 
land at a fair market value and turning it over to someone at fair 
use value, a subsidy almost, but you do that so you will be sure you 
get a result in accordance with the kind of plan you want to put 
forward. 

In Detroit they have tried this sort of thing, and they have had a 
couple of sharpies appear with the money to make the purchase, but 
didn’t have the money for the redevelopment, and they had to go 
through the trouble of buying it back again and turn it over ‘to 
someone else. 

Now, we have developers ready, willing and able to proceed. They 
are perfectly willing to proceed at a public he aring. However, the 
second urban renewal viewpoint at the moment is that you should not 
begin to talk about land disposition until the land has been cleared 
and is ready for delivery. 

While theoretically this sound fine, in a live community like ours 
you cannot create a gash of vacant, desolate land as you proceed to 
litigate with owners, and where you cannot start to rebuild as fast 
as possible even as you are clearing the land, and this is the preblem 
we have been unable to solve at this moment, with the Urban Re- 
newal Administration. 

Mr. O’Hara. It might be interesting to the members of the com- 
mittee as illustrating your point, we have in Hyde Park 2 or 3 blocks 
for automobile servicing. The people have been long established 
there. Until a redeveloper has been selected, they will not. know 
where they are going tomove. They can’t tell their customers. That 
illustrates the point. 

Mr. Levt. Precisely. 

Now, the problem comes in this way: The shopping center that has 
been designed has been designed with great care to keep individual 
merchants. There are going “to be many more units than there would 
be in the typical kind of setup, and certainly any prudent man in all 
fairness will want to turn to merchants who have been successful in 
the community and attempt to persuade them to come in. 

At the moment these people are in a terrible position. Their right 
to collect damages is in an extremely remote position. Here are these 
men who have “put their lives in their business. Now, curiously—I 
won’t say “curiously.” In one way it is the great symbol we have been 
on the right track. There isn’t one of these merchants that doesn’t 
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say this is a good one, anyhow. He recognizes that it has to go ahead, 
but he ought to be put in the position of being able to talk to a de- 
veloper as fast as he can. 

Mr. Rains. What you are talking about then is you would like to 
see more simultaneity between the clearance of the land and rede- 
velopment ¢ ; 

Mr. Levi. Precisely. Without it we will defeat the very thing we 
are trying to achieve. 

Mr. Ratns. Thank you, Mr. Levi. 

That is very interesting presentation. 

Mr. Levi. Thank you. 

Mr. Rains. The last witness we have is Miss Julia Abrahamson, 
executive director of the Hyde Park-Kenwood Conference. 

Come around, Miss Abrahamson. 

Identify yourself and proceed. 


STATEMENT OF MISS JULIA ABRAHAMSON, EXECUTIVE DIRECTOR, 
HYDE PARK-KENWOOD CONFERENCE 


Miss ABRAHAMSON. I am Julia Abrahamson, executive director of 
the Hyde Park-Kenwood Community Conference. 

When the Congress enacted the new urban renewal program in the 
Housing Act of 1954, the people of the Hyde Park-Kenwood area of 
Chicago were prepared to act quickly under it. 

The Hyde Park-Kenwood Community Conference, of which T am 
executive director and on whose behalf I appear today, began in 1949 
to organize the residents of the community to meet the problems posed 
by deterioration and a changing population. The founders under- 
stood the traditional patterns and refused to accept their inevitability : 
deterioration of one area after another into slums, then clearance and 
rebuilding at great expense to the taxpayer; the abandonment of 
communities by white residents as Negroes moved in. 

Today, 6 years later, community residents of all races and creeds— 
over 5,000.0f them—are at work in block groups, in community wide 
committees, in the conference office. Neighbors on 344 of the 389 
block strips in the 2-square-mile area between 47th and 59th Streets, 
Cottage ioe Avenue and the lake—the southeast Chicago area 
are organized into block groups. They have been turning vacant 
lots into playgrounds, painting, and landscaping; getting improved 
street lighting and street cleaning ; getting sidewalks repaired ; encour- 
aging people to invest in their homes. By replacing rumor with fact 
and bringing anxious people together, they have kept them from leav- 
ing the community in a panic as the result of racial fears. There 
have been no racial incidents. Through working with a panel of vol- 
unteer lawyers and the city departments, they have corrected over 
1,500 buildings and zoning violations and prevented hundreds of 
illegal conversions. Communitywide committees, working with other 
groups and the city departments, helped to prevent double shifts in 
the schools and to get appropriations for new school buildings; to 
bring improvements in recreational facilities; to initiate a redevelop- 
ment project which will eliminate pockets of blight threatening the 
entire community; to involve the people in planning for the future 
of their neighborhood. And this is what Mr. Levi has been discussing. 
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But in spite of these efforts and the notable contributions of other 
local organizations, outside pressures which cannot be controlled 
within the community threaten the success of a demonstration which 
is commanding national attention. These pressures are caused by: 

(1) Chicago’s tremendous industrial expansion, which has been 
bringing an unprecedented number of new workers to the city. These 
newcomers have increased the pressure for housing. This housing 
pressure creates a special problem because so many of the incoming 
workers are Negroes for whom the housing market is restricted. The 
Negro population of Chicago has been increasing and will continue 
to increase, if employment opportunities remain. The nonwhite 
population of Chicago increased from 282,000 in 1940 to 506,000 in 
1950 and to an estimated 633,000 in 1955. By 1965, at the present 
rate, it will be around 831,000, a tripling of the nonwhite population 
in 25 years. 

In addition, therefore, to all the pressures of attitude and fear 
which cause people to leave neighborhoods of changing population, 
we have to deal with the exodus of whites encour: aged | by ‘slum- making 
practices (conversion, high-rent increases, doubling up of families, 
and so forth) which are profitable because of the tremendous housing 
needs of this growing population. The fact that Negroes cannot buy 
or rent freely throughout the city and suburbs, because of exclusion 
practices in other neighborhoods and in new developments, puts added 
oressure for housing on communities immediately adjacent to all- 
Negro sections. 

(2) Lack of rental units for middle- and low-income families. 

Dr. William L. C. Wheaton, in the Housing Yearbook of 1954, points 
out that our national construction program must be increased 80 
percent over the 1951-53 levels: 

Any lesser volume of construction means that our slums and substandard 
housing will continue to accumulate and will never be reduced or eliminated. 

Under favorable economic conditions there appears to be a sustained demand 
for no more than 1 million dwelling units a year in the price classes now pro- 
duced by industry with current Federal aids. In addition there appears to be 
a need for approximately 500,000 units a year in price classes below the levels 
now served by the industry with present credit aids and for 200,000 to 300,000 
units per year for families requiring public housing. 

This need is equally evident in Chicago. Even though there is ex- 
panded housing construction in Chicago, there is no evidence of in- 
crease in the availability of standard housing for families with incomes 
under $5,000. 

In 1950, over 91 percent of Chicago’s nonwhite families can afford 
to move into Hyde Park-Kenwood under present conditions only if 
apartments and homes are broken up into smaller units or by crowd- 
ing into apartments with a separate family in each room—and this is 
just what has been happening. 

(3) The difficulty of securing adequate and reasonable financing. 

People who wish to purchase property in Hyde Park-Kenwood, for 
example, have been unable to get mortgage loans except at much higher 
interest rates and shorter repayment terms than is common in other 
areas. The fact that the housing supply for middle-income Negroes 
is so low is also related to the lack of financing. 

While the stated policy of FHA is to refuse aid in financing prop- 
erties, the occupancy or use of which is restricted on the basis of race, 
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creed, or color, this policy has not been carried out in practice. Regu- 
larly both FHA and VA make commitments for allwhite develop- 
ments. 

Federal housing officials have publicly stated that the solution of 
minority housing problems is essential if urban renewal programs 
are to succeed. 

The development of Chicago’s urban renewal program will be diffi- 
cult if not impossible unless there is immediate and strong leadership 
to deal with these problems. The gap between housing | supply and 
demand must be closed up and adequate housing made available for 
the people most in need of it—low- and middle-income people of every 
group. If this is not done, blight will continue to spread faster than 
urban renewal can check it. 

The city agencies in Chicago and the people of the Hyde Park- 
Kenwood community are preparing for Hyde Park-Kenwood the 
workable program of urban renewal upon which Federal assistance is 
properly conditioned. But if the workable program is to be success- 
ful, it must be accompanied by two kinds of additional action by the 
Federal Government. 

One is the provision, in cooperation with local bodies, of the neces- 
sary additions to Chicago’s housing supply. These efforts should be 
directed toward building: 

(a) New rental units and homes for middle- and lower-income 
families in both the central city and on vacant land sites in outlying 
areas 5 

(b) Public housing for low-income families on vacant land sites; 
all of the above housing to be available without discrimination be- 
cause of race, religion, or r national or igin. 

The other is the provision of easier and more adequate financing of 
housing for middle-income groups as incentives to builders and to 
prospective property owners through low interest, long-term, Gov- 
ernment-insured mortgages and loans. These too should be made 
available without discrimination as to race or composition of neigh- 
borhood population. 

It seems to me an important beginning on the latter would be accom- 
plished by a Presidential directive, properly implemented, insuring 
that the benefits of FHA, VA and other Federal housing programs be 
available on an equal basis and not be allowed to contribute to the 
extension of segregation. 

Many other accompanying actions must be undertaken locally by 
private and municipal agencies. We in the Hyde Park-Kenwood 
Community Conference find that both the people and their city agen- 
cles are rat Sa urban renewal seriously. It offers our only hope of 
breaking the ancient cycle of growth and decay. But in the two main 
respects just cited, Federal action is vital if we are to succeed. 

Mr. Rains. Thank you very much. 

You mentioned the lack of proper financing, causing a higher in- 
terest rate. 

Miss ABRAHAMSON. Yes. 

Mr. Rarns. Is that because there are minority groups involved or 
because of the location of the property ? 

Miss ApraAHAMSON. The pattern seems to be in Chicago that so- 
called transition areas are not good credit risks, in spite of all of the 


















































































110 INVESTIGATION OF HOUSING, 1955 


efforts we have made to retain people in the area, to attract new people, 
to keep up standards, this has made no difference in the practices in 
getting loans, and a number of people have come to us who want to 
buy property in the area and have been unable to get appropriate 
loans. 

Mr. Rains. Thank you, Miss Abrahamson. 

Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, the testimony of this fine and devoted 
woman constitutes one of the finest contributions that Chicago can 
make to the studies of this committee. 

The area of which she is speaking is a melting pot. It contains one 
of the largest Japanese-American concentrations in the United States. 
There is a large Negro population. ‘There is a large white popula- 
tion of all religious faiths, and instead of the white people running 
away, they are staying and there is being established through your 
work and the work of the conference a real livable brotherhood in that 
area. 

They have these block groups with people of all religions and all 
races, who go to these general conference meetings and prove by 
practice and example that the problem can be worked out by people of 
good hearts living as good neighbors. 

Miss Apranamson. We are going to need a lot of help, Mr. Con- 
gressman, before you make that actual demonstration. 

Mr. Barrerr. I would rather you amended that remark to 
Philadelphia. 

Mr. O’Hara. We have the same work going on in Philadelphia. 

Mr. Ratns. Thank you very much for appearing. I wish we had 
more time. This is the close of a weary, long day. You have been 
very kind, and we appreciate the testimony you gave us. 

Miss Apranamson. Thank you. 

Mr. Rarns. Thanks to the colleagues on our committee, we finished 
almost at the right time. 

Tomorrow we meet at 10 o’clock for another list of fine witnesses. 

The committee stands in recess until 10 tomorrow. 

(Whereupon, at 4:35 p. m., the committee recessed until 10 a. m 


= 
Tuesday, November 22, 1955.) 














INVESTIGATION OF HOUSING, 1955 


TUESDAY, NOVEMBER 22, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON HoUuSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Chicago, Ill. 
The subcommittee met at 10 a. m., the Honorable Albert Rains, 
presiding. 
Present: Messrs. Addonizio, Barrett, O'Hara, Ashley, and Talle. 
Also present: Sidney Yates. 
Mr. Rains. The committee will be in order. 
The first witness is Mr. George Dovenmuehle. 
Come around, please, sir, and take the witness stand. 
Will you please identify yourself for the record and proceed 4 


STATEMENT OF GEORGE DOVENMUEHLE, PRESIDENT, 
DOVENMUEHLE, INC. 


Mr. DovenMvEHLE. I am George Dovenmuelile, president of Dov- 
enmuehle, Inc., a mortgage banking company in Chicago, doing busi- 
ness in the metropolitan area. 

I am also a director of the Chicago Housing Association, which 1s 
owned by the Chicago Housing Authority and was formed to assist 
the middle inc ome group to secure moré housing. Although I am 
here this morning only in my capacity as an indiv vidual, my company 
acts as loan correspondent for several large life-insurance companies 
and other long-term investors in loans secured by real estate. 

[ thought you might have before your group a number of advocates 
of public housing, so I thought I would say a few words regarding the 
job private enterprise has done in the field of housing, and the diffi- 
culties we are faced with. 

It is well known—it is well known that since World War II the 
private housing industry has built over 10 million homes, and this 
year it will be 1,300,000 homes. 

Those figures are so gigantic that anything that might affect the 
continuance of that industry is very imporant to the country. 

I thought I would discuss very briefly the amount of credit that 
is available and the sources of that credit. 

[ think in 1955 we will put out $30 billion total in home mortgages. 
That money comes from, in large measure, the savings and loan asso- 
ciations, who put almost all of their own money into mortgages, life- 
insurance companies, who put about a third of their money into home 
mortgages, mutual savings banks, who put about a quarter of their 
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money in home mortgages, and the commercial banks, who put a rather 
limited amount in home mortgages. These funds in home mortgages 

have increased six times since 1940, and within certain limitations, 
continuity of these funds is assured. But that continuity is limited 
to the repayment of the existing loans and the percentage of new 
money which comes to them which the directors of those institutions 
are willing to put into mortgage loans. 

I am informed that within these limitations there is enough money 
for a little over a million new homes a year. 

Then how have we financed this additional amount of 1,500,000 
homes this year, and this excess in previous years? 

It has been done in a rather haphazard way, with many ups and 
downs. We have had freezes and too much money and too little 
money, but in general it has come from conversion of existing assets. 

These institutions have sold their Government bonds and converted 
that into mortgages. In addition they have borrowed money in 

various guises, through warehousing and other similar schemes. 

Well, obviously this procedure must come to an end. From now 
on we must depend upon this money, on new savings or a percentage 
of these new savings and the repay ment of old loans, and in spite of 
the enormous growth of these institutions, there still is an insufficient 
supply of long- term money to meet the demands of the public for 
housing. 

Now, I know that some people say that about a million homes a year 
is all we should have anyhow; that anything beyond that is inflation- 
ary and is bad for the country 

I don’t agree with this philosophy, and certainly we can prove 
that many many thousands of additional families want homes and 
are able to support those homes. 

The difficulty comes only in finding long-term money and to make 
that money available to them. Such funds are avail: able, and I am 
referring to the tremendous pension funds and the endowments, and 
the foundations. I can’t get accurate figures on how much money is 
available through the pensions. They are growing so rapidly. But 
most. people will agree that within a few vears we will have new 
money of over $6 billion a year in these pension funds. 

Now, these funds in a large measure have been entrusted to men 
that we refer to usually as bond men and by that I mean that their 
whole experience is in the field of bond issues, public utilities, corpo- 
rate bonds, and so forth. They have very little knowledge of mort- 
gages and no experience whatsoever with them, and therefore they 
rarely realize the security that lies behind the mortgages, the liquid- 
ity of mortgages, and they don’t realize that this is ides illy adapted 
for pensions because of the constant amortization of loans, giving 
these funds to pay off their annuities, but in looking at them, very 
few have an organization large enough to make mortgages, and very 
few of them have any experience in that field. Tt takes a specialized 
organization to do it, and therefore they shudder when anybody 
mentions buying mortgages for inv estment. 

We think that here, then, lies an opportunity for the ordinary 
mortgage banker to supply the organization, with technical skill to 
place these funds or a good portion of them in mortgages. 

We believe that it requires an organization of a new type, a differ- 
ent institution, which will take the “responsibility for all of this Gov- 
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ernment insurance of loans, the FHA and the GI loans, and do all 
of the things that are needed that are presently done by the home office 
of a life insurance company for which they have the organization 
to do it. 

Several organizations are in the process of being formed now which 
will do that kind of thing for the pensions and I am very hopeful 

that before too long we “will have several organizations available 
ore will take that work off their hands and give them a somewhat 
carefree investment. 

Some legal problems are still involved regarding delegation of re- 
sponsibility and authority, but I think that those problems can be 
worked out, and if we have those additional funds in the market, the 
builders will then find that they won't have quite the feast and famine 
in credit; that it will smooth out the peaks and valleys, and there 
should be almost enough to cover all of the requirements for home 
mortgages. 

Just a few words on slum clearance, and urban renewal. 

They are gigantic problems, and yet I hope that Congress will feel 
that for the most part they are local problems and they « ‘an only be 
solved with local initiative and to a large degree with local capital. 

I have great sympathy for a number of t axpayers who have spoken 
to me. For example, one living in a new community in Oklahoma, 
faced with all of 5 expense and high costs of building schools and 
utilities out there. 

It seems he has every right to complain if we use a large part of 
his tax money to rehabilitate an old city in, for ex: imple, Pennsyl- 
vania. So I hope that we will continue to offer help only to those 
cities willing and ready to help themselves, and that suc ‘h help will 
take the form of planning and writing down excessive costs of acqui- 
sition, and I hope that we will have still more liberal financing in our 
rehabilitation of old neighborhoods which is a terribly diffic ult thing 
to do, and I must admit that some additional public housing is needed. 

I know of no other way to take care of some of the reloc ation prob- 
lems, and I hope that Congress won't lose sight of the fact that indus- 
try is doing a tremendous job. I hope we don’t rock the boat, because 
it is so vital to our country. We are at the present time utilizing 
every bit of labor or material that exists and slowly we are improving 
the housing of all classes of people, and we are doing so at a time 
when the incomes of those people are rising at an unprecedented rate. 

A few words regarding apartment buildings. 

My company has had quite a lot of experience in the financing of 
these, and it is very difficult to do. It is very difficult to build at a 
profit. But in spite of these difficulties, many thousands have been 
built for the middle-income group to house quite a few of the children. 
It is difficult to do this. In order to do so, careful planning is needed, 
with a reduction of room sizes, and we have to eliminate many serv- 
ices, but I want to point out that we still have a market for a great 
~~ iny of these apartments, particularly small efficient units occ upied 
by this older group of people; the children have gotten away and 
are married. They are still independent and able to pay satisfactory 
rentals, and also for the many thousands of unmarried men and 
women who work in our big cities. Such units have been operated 
with a profit both to the landlord and the builder , and there is still 
an opportunity to build more of them at our better locations. 
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It has been a pleasure to appear before you, and I hope these re- 
marks, make some contribution to the housing problem. 

Mr. Rarns. Thank you, Mr. Dovenmuehle, for appearing. 

You opened up a question that I have made considerable i inquiry 
about across the country, that of trust funds, and you are the first 
witness who has given us any suggestion as to how the mortgage mar- 
ket or how those funds, those vast billions, could be utilized by the 
mortgage market for home building. 

I will ask you one question, w hich I don’t understand, I assume 
most of those trust funds are now invested in bonds, Government 
bonds. 

Mr. Dovenmvurnte. A great many in Government. bonds, but they 
have put them in cor porate bonds and public utilities as well, and 
some has gone into real estate. 

Mr. Rarns. Is any going in through stock market operations ? 

Mr. DoveENMUEFHLE. Some have gone into the stock market. In 
fact, there is concern that there will be too many investors for stocks 
and not enough stocks to go around. 

Mr. Ratns. Could you suggest any way—knowing that a great many 
of these trust funds are union trust funds, all types of trust funds, 
is there any way that the Congress, without interfering with private 
enterprise, which I don’t want to do, could be of assistance in releasing 
those funds through the proper private enterprise channels into the 
mortgage market more readily than is now being done? 

Mr. DoveNMUEHLE. I am not sure that any help from Congress is 
required. The difficulty is that through a single debit entry system 
we can simplify the work, but nevertheless, they shudder when they 
think of buying a thousand loans and servicing those. We can do the 
servicing for them, but they feel they still have responsibility. We 
are trying to find a piece of paper which says we are custodians for 
you for $1 million. Here is a piece of paper says you have a million 
dollars invested in this thing. This is all yours. We don’t comingle 
it with the other funds. They want a bookkeeping entry for $1 
million, and keep track of $1 million, and we will do all of the rest with 
surety bonds. We are trying to work that kind of thing out. There 
are some very good lawyers on it now, and it is not easy. 

Mr. Ratys. What would you think about legislation with reference 
to certain Government trust funds, among them the GI insurance 
trust fund, which is now 7 or 8 billion dollars? It is a trust fund, 
and the money is invested in bonds. Would it be safe in your opinion 
to invest a percentage of that money in-Government-guaranteed in- 
sured mortgages at 414 percent instead of in bonds? 

Mr. DoveNMUEHLE. “They probably are getting a return on their 
long-term Government bonds of not too different from what they 
would get out of these mortgages. It is all invested now, as I under- 
stand it, anyway. 

Mr. Rarns. Yes. 

Mr. Dovenmvernte. That money has to be found, so I don’t think 
you would make more money available by doing it, and somebody 
has to bear this expense. It costs about a half of 1 percent to service 
these loans. It costs another one-fifth to one-quarter to do this over- 
head administration that we are talking about, so their net is about 
3.75 to 3.80 percent, but even then they would be better off in vield. 
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Mr. Rains. You mentioned, of course, the four places where there 
is long-term money, savings and loan associations, life-insurance 
companies, mutual savings banks, and commercial banks. That is 
where the long-term money for housing comes from. 

What is vour opinion as to the action of the Federal Reserve in 
upping rediscount rates and the action of the Home Loan Bank Board 
in curtailing the term of home loans? Do you think this is the proper 
time for that sort of action with housing in the situation it is now in? 

Mr. DovENMUEHLE. I think it was good, and I am delighted they 
took the action they did. Many localities had too much housing at 
the time and it has given them a chance to catch up. Some of the 
builders would have quit anyhow, because their market 1s not quite so 
good, but that is not true in many places as, for example, Chicago. We 
still can use quite a lot of housing, so that is a localized situation, but 
by making it more difficult to obtain credit, I think it pointed up the 
situation a litte more quickly than it would have otherwise, and it 
was very good. 

Mr. Rartns. What would you think if it would all turn out to 
mean—that the credit curtailment we know about was going to be off- 
set by a large tax cut, come January, which would turn loose a lot 
of money off the country? Would that be inflationary or not? That 
is what may very well happen. 

Mr. DovENMUEHLE. That money would not usually go into long- 
term money. That is for the most part spending money and possibly 
to that extent it would be more inflationary. 

Mr. Ratns. Isn’t it really more essential, if you are going to cur- 
tail spending, installment spending, that we put restrictions on con- 
sumer credit rather than on housing? 

Mr. DoveENMUEHLE. I think the the effect is much quicker; yes. 
1 don’t think we have seen the effect yet of what has happened to 
housing. I think you will find they are still operating on old com- 
mitments. 

Mr. Rains. It is kind of a delayed action. 

Mr. DovENMUERLE. It is much longer put off than it would be if 
put on consumer credit. 

Mr. Rarns. Of course we all recognize the necessity for keeping a 
balance on inflation, and on mortgage credit, but it strikes me, and 
I wonder if you will agree, that they wait too long to put on the cur- 
tailments and then keep them on too long once they are on. 

Mr. DovENMUEHLE. It is a difficult thing. We will find the effects 
of this will show up in March, and then we will wish maybe that 
we had taken them off before, but we are not just smart enough to 
lind that out in time. 

Mr. Ratns. Nobody can exactly hit it on the button every time. 

Mr. DovENMUEHLE. But I think it was necessary or advisable. 

_ Mr. Rarns. I recognize you, as a real expert on this business, hav- 
ing much more information than I have ever had, but do you agree 
that the economy in this country, the money market, is Government- 
controlled through the Federal Reserve and the Home Loan Bank 
Board ? 

_ Mr. Dovenmvente. Certainly not completely, but a good part of 
itis. The controls have a great effect on our economy, on our money. 

Mr. Rarns. Do you think that it is a satisfactory arrangement 
whereby the Treasury Department can pass out orders to the Fed- 
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eral Reserve and to Home Loan Bank and other items of credit and 
make money tight or hard, just with a twisting? Is that really a 
good situation, or should it be left to a free-inoney market ? 

Mr. DovenMuEnuLE. That is a good question. 

I think as it has been handled within the last 2 years I would have 
to say it has been well done. It could have the opposite result, 1 
believe, if it were not well done. 

Mr. Rarns. Well, of course, frequently, before the Banking and 
Currency Committee in Ws ashington, as these subjects are discussed 
at long length, we have people who tell us that, after all, that money 
is free; that the bond market slides at its own rate; that the bond 
market sets the rate rather than the Government. 

T have never been able to agree with that in recent years. 

Do you agree that the Government sets the interest rate by the 
manipulation of the money market? 

Mr. Dovenmueute. In the long run no, but temporarily it can af- 
fect it very strikingly. 

Mr. Rats. Well, 5 would like to ask you many more questions, but 
am taking up your time. 

Thank you, Mr. Dovenmuehle. 

I will defer now to my friend, Mr. O’Hara. 

Any questions ? 

Mr. O’Hara. Mr. Chairman, I merely wish to remark that Mr. 
Dovenmuehile is one of our most esteemed citizens here in Chicago and 
has played an outstanding role in Chicago’s recovery from the depres- 
sion. He isa fine citizen. 

Mr. Ratns. Dr. Talle? 

Mr. Tatte. Everything I know about you and your company is 
favorable. I want to quote one sentence from your statement: 

They are gigantic problems, and yet I hope that Congress will feel that for 
the most part they are local problems and that they can only be solved with 
local initiative, and to a large degree with local capital. 

To that I give my heartiest amen. 

Now, just as a matter of historical interest, why and how does a 
large community like Chicago get itself into a situation such as has 
been revealed at this hearing ? 

Mr. DovenmueHte. All of us are getting too old as far as our cities 
are concerned, and some of the people in it, but we have been very lax 
throughout the Nation in observance, of course, of our building codes. 
Our zoning was poorly done right from the inception all over the 
country. We could do it over much better if we had it to do over again, 
and with those two things, plus just old age without proper enforce- 
ment in large cities, do you believe? Are they responsible for such a 
development ? 

All of those things have added to it and made it worse. 

There is overcrowding; all of those things are part of it. 

Mr. Tate. Are there certain weaknesses in representative govern- 
ment in the large cities, do you believe? Are they responsible for 
such a developmnt ? 

Mr. DovenMUEBLE. Well, yes, the enforcement of all of our laws 
is up to them, and they have not done so. 

Mr. Tate. It would appear that representative government is least 
successful in our large cities. 
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Mr. DovenmuenHte. That is probably true. 

Mr. Tate. Thank you. 

Mr. Appon1zo. Mr. Dovenmuehle, may I say first of all that I think 
you have made a very fine statement, and I agree with a great deal of 
what you have said here this morning. 

I was particularly interested in this question that you raise about 
using these pension funds, and so forth, trust funds for mortgage 
money. I have heard the chairman espouse that cause on many 
occasions, 

However, recently in Los Angeles the point was raised that there was 
only so much money in the country, and that if you take that money, 
these trust funds which are now buying a great many of our Govern- 
ment bonds, and use it in this particular field, that you will find 
yourself in a rather bad situation because then there is no money to 
buy Government bonds. 

I was wondering if you would explore that for me and clear that 
up in my mind. 

Mr. DovENMUEHLE. I was hoping you Congressmen would fix it so 
we could pay off some of those Government bonds and make that 
money available to put into home mortgages. 

I am not disturbed if we use long-term credit, and pensions are 
long-term funds, and some of those are going into equities such as the 
oe | market, and so on, and I think, using some of their money 
would make it better in the corporate fields, too, if we get them all a 
little better diversified than they are now. 

There would be more money, more bonds, available to the insurance 
moneys than there are now. I think everybody would be a little 
happier then. 

To some extent we would take them out of the stock market. 

Mr. Apponizi1o. Well, I agree with that part of it. I think that 
would certainly be more deflationary rather than inflationary where 
they were taken out of the stock market. 

Mr. DovENMUEBLE. It hurts me to see these funds paying prices 
for blue chips that pay 114 and 2 percent, and which don’t look as 
though they will be worth what they are paying now for the next 
2) years. 

Mr. Ratns. Mr. Ashley. 

Mr. Asutey. How much mortgage money do you think will be 
needed over and above what is now available to continue to build 
1,300,000 units a year? 

Mr. DovENMUEBLE. $2 billion. 

Mr. Asuxy. $2 billion? 

Mr. DovENMUEBLE. Yes. 

Now, every time we mention a figure, then we think of 1963, 1964, 
and 1965. Jim Downs, who will next speak, will give us figures as 
to how many families will be formed then, and we will be talking 
about a million and a half or 2 million homes a year then. We will 
need something bigger then. 

Mr. Asutey. I am just speaking about the present time. 

Mr. DoveNMUEHLE. I would think about $2 billion would do that. 

Mr. Asuury. I asked that because of your statement that you feel 
that there is enough money now, enough mortgage money, to support a 
million dwelling units a year but not enough for a million three 
hundred thousand, and I was wondering how much money you 
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thought could come out of the pensions and the foundations, and I 
take it your answer to that would be your present answer, about $2 
billion. 

Mr. DovENMUEHLE. Even a billion would help it a great deal. 

Mr. Asuiey. Thank you. 

Mr. Ratns. Mr. Yates has a question. 

Mr. Yates. Mr. Dovenmuehle, you are well versed with the housing 
situation in the city of Chicago. In your judgment is Chicago 
keeping pace with its housing needs ? 

Mr. Dovenmurnte. I think we are now. We started behind other 
cities, for many reasons, but I think we are now. I think Jim Downs 
is better qualified to answer that than I am, as his office has all of the 
statistics on our needs, our requirements, on family formations here. 
I think he would agree we are doing a good job. We are not re- 
placing our old ones now. 

Mr. Yates. You think we are just keeping pace with our current 
needs ? 

Mr. DoveNMUEHLE. Yes. We have not replaced our old neighbor- 
hoods, though. We have just scratched the surface on that. We are 
just beginning to do that. 

Mr. Yares. Is there a market for mortgage people in the field of 
minority housing in the city of Chicago? 

Mr. Dovenmurnte. That is fairly well taken care of. They have 
covered such a wide area, and more and more good housing is avail- 
able to them that there is not that pressing problem any more. We 
used to see them come into our office to make loans, and they would pay 
50 percent more in order to obtain a property than it was worth, and 
buy these old things and we couldn’t even make loans on them. We 
don’t see that any more. They are becoming well informed as to what 
values are, and they are not under great pressure to buy them, and they 
can now pick and choose, so more and more of them are coming into 
their own. There is still a need for new housing to house a great 
many of them. ‘They are not all getting what they want, but it is 
much better than it was. 

Mr. Yates. Does this mean that in your judgment those who re- 
quire housing who are’ nonwhite groups, are getting the mortgage 
credit that they need ? 

Mr. DovenMvEHRLE. No, I didn’t say that. It is better than it was. 
But there are so many—I see some of these voluntary home credit 
applications come in. Many of them come in on houses that are so 
old and so dilapidated that nobody should make a loan on them. They 
should be torn down, and that is the kind of thing we have to turn 
down. Many of them have never bought a house with a mortgage 
before, and we find them loaded with other debts, so they don’t have 
sufficient credit left over to buy a house, so we have to turn them down 
there. They still want a house, though. 

Mr. Yares. Thank you, Mr. Dovenmuehle. 

Mr. Ratns. Thank you, Mr. Dovenmuehle, for taking the time to 
appear before the committee. We appreciate your contribution. 

Mr. DovENMUEBLE. Glad to do it. 

Mr. Rarns. The next witness is Mr. Downs, who is going to discuss 
general mortgage credit. 

~ Come around, Mr. Downs. 








| 








cca Rate 


ins Rts 





INVESTIGATION 





OF HOUSING, 





1955 


We are delighted to see you again this morning. 
Mr. Downs. Thank you, sir. 


STATEMENT OF JAMES C. DOWNS, JR., CHAIRMAN, CHICAGO 
HOUSING COORDINATOR 


“= Downs. Chairman Rains, and members of the subcommittee: 

Iam James C. Downs, Jr. I am testifying before you this morning 

as president of Real Estate Research Corp., “which is an organization 

engaged in the field of economic counsel for mortgage bankers, real 

estate people, savings and loan people, insurance people, builders, and 
so forth. 

I have been asked to address myself to the general question of mort- 
gage credit, and I would like to make some background comments on 
the subject to which I am going to address my self. 

It has seemed to me as an observer that the interest of the Federal 
Government in housing stems from two things, first, from the point 
of view of its feeling of responsibility for prov viding adequate housing 
within the framework of our social and economic system. I say that 
because we have had a good deal of ideological argument about the 
nature of the Government’s interest in housing, and I think that the 
Government has certain social and economic objectives which cause 
it to be squarely in the housing field from those two points of view. 

I think a second and perhaps the overweighing interest of the Fed- 
eral Government in housing in the past decade has been the mainte- 
nance of a healthy construction industry. I think the Government’s 
whole program has been directed to this end, and I would like to 
point out to the members of the committee that the million or the 
1,100,000 or 1,200,000 or 1,300,000 housing units each year not only 
impact the economy in terms of giving employment to those people 
in the building trades and to those people who are directly engaged in 
the supplying of materials to building, but in my opinion there is no 
other single economic activity which so thoroughly impacts the econ- 
omy across the board with perhaps the single exception of defense, 
the defense program. 

I say that because if you take the great furniture industry or the 
house-furnishings industry, thei r welfare is inexor: ably linked with the 
activity of housing, and you can’t separate the outlook for the home- 
furnishings field with the outlook for housing. 

Now, it is interesting that in this 10-year period since the end of 
World War II, economic conditions have centered our interest in 
housing in the single-family home. In my opinion at least the single- 

family home has emerged as the housing medium for the American 
people, and in the year 1954, 88 percent of the total housing construc- 
tion in the United States was made up of single-family homes. More 
than that, the Government has itself been partially at least responsi- 
ble for the directing of this housing activity into the single-family 
home, because the terms of purchase for a single-family home, because 
the terms of purchase for a single-family home buyer are so much 
better than those which are offered to the creator of multifamily or 
rental units. 

[ would like to comment on the way in which the Government has 
handled the volume of housing which I think, incidentally, they have 
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managed, and I think managed well. They have done it by three 
fluctuating factors in terms of creating the market. for housing. 

The first of these factors is the relative rate of interest, and I would 
like to disabuse the minds of the members of the committee of the 
importance of the interest rate to the home buyer. 

In our company we have made virtually thousands of interviews 
with home buyers a year after they bought their house. We wanted 
to find out why they moved where they moved; we wanted to find out 
a lot of things about their purchase of their house. In 3 out of 4 
cases of these thousands of buyers that we asked what interest rate 
are you paying, they didn’t know. The interest rate is not an impor- 
tant factor tothe mass buyer of housing in the United States, as it isn’t 
to the mass buyer of television sets or to the mass buyer of automobiles. 

We have also asked this question of the mass buyer of television sets, 
and the mass buyer of automobiles, and in neither case do they know 
what interet rate they are paying on their time-payment purchase. 

The things that the buyers are interested in and the fluctuating fae- 
tors of the mortgage situation that are of overweighing importance 
are first the amount of the downpayment. 

Now, it seems that in this fantastic prosperity of ours, with the fig- 
ures that are available on the tremendous amount of savings in the 
United States, that cash would be coming out of the ears of every- 
body, but it isn’t. The average big market home buyer today does not 
have an accumulation of cash, and the amount of the downpayment is 
so much more important than either the interest rate or the price—— 

Mr. Rains. Let me interrupt you there. 

You are taking me pretty fast along there. 

You say that the interest rate, sure he doesn’t know what it is, be- 
cause he doesn’t understand all of that fine print in the contract, but 
he knows if his payment is $5 a month more. He understands the 
impact of a $5 a month increase. 

Mr. Downs. I am about to say that. But the impact of the $5 a 
month increase is determined more by the terms of the amortization 
than it is by the interest rate. For example, the payment on a 4 per- 
cent, 15-year loan is greater than on a 6 percent, 25-year loan. So my 
thesis is here this morning that the amount of the downpayment and 
the term of the mortgage determine the size of the market for hous- 
ing; that the interest rate, while it does have an influence, it is not the 
controlling factor, and it would be easier to sell houses at a 6 percent 
interest rate, 30 years, than it would be to sell them at a 4 percent in- 
terest rate, 20 years, for the reason that the buyer—and this I know to 
be true—is interested in 2 things when he goes to look at a builder’s 
houses: (@) How muchdown! (%) Whatismy monthly payment ? 

Mr. Rains. That is true, Mr. Downs, with 1 or 2 reservations. 

You are speaking, I assume, about Government-guaranteed loans. 

Mr. Downs. I am speaking about the market as it exists. 

Mr. Rarns. The only thing that worries me about that is that in 
the majority of these loans Uncle Sam is on the nose for that fellow, 
so if you extend the amortization too far, are we as Members of Con- 
gress, endangering the responsibility of the Government? Will the 
house be worth that much is what I wonder when I hear of these long- 
term programs. 

Mr. Downs. Well, the Government of the United States, being as 
important an underwriter of the purchase of homes as it is, must insist 
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on adequate and capable and competent and honest local government 
in terms of the maintenance of residential standards. The house will 
last 200 years, as you can see on Beacon Street in Boston. The ques- 
tion is, will the integrity of the neighborhood last 200 years, and this 
is a question that is determined by zoning. It is determined by en- 
forcement and other factors. 

Mr. Tauxte. Mr. Chairman. Mr. Downs, I was rather startled by 
your statement that nearly all of the people you deal with don’t know 
what interest rate they are paying, and I would like to have that 
cleared up in my mind. 

Is it because the contract which they enter into is made up of a pack- 
age of things? They know the amount of the payment but imbedded 
in that package payment there are taxes and insurance and service 
and interest and what not. 

Mr. Downs. Well, I don’t think that is the reason. That is a con- 
tributing factor. The reason is that a man who goes on a Sunday 
afternoon with his family to look for a house has in his mind a budget 
that he can afford to pay for housing, for shelter, and if he sees a 
house that meets his requirements for shelter, and he is informed 
that the monthly payment including taxes, including the mortgage. 
which now covers the washer and drier and refrigerator and gas stove, 
this is all his idea of what his expenditures are, and the same thing 
applies to any buyer of any product on a time-payment basis. 

Mr. Tarte. Don’t you agree with me that an intelligent person 
should know what interest he pays / 

Mr. Downs. I would change the word. I would say a sophisticated 
person economically would know what he pays, but I would say that 
the average buyer is not sophisticated in terms of his understanding 
of the interest-rate structure. 

Mr. Tate. Well, we ought to lay that problem before the schoo! 
systems of this country and ask teachers to teach about interest rates, 
among other things. 

Mr. Downs. If I may proceed, the thing that has interested us is the 
fluctuation in the building market, in the size of the market since 1945, 
and to address ourselves to what has happened in the most recent 15 
months; you will remember when the Congress considered the Hous- 
ing Act of 1954, they were considering it in a depressed economic at- 
mosphere. In the spring of 1954 steel was at about 60 percent. There 
were some 4 million people unemployed. It looked as though the 
economy, in order to hold the level at a million or more units of hous- 
ing, would have to have a pretty liberal dose of credit. 

Now, as you know better than I, it takes 6 months or more from the 
time legislation is proposed until it comes out as an FHA regulation, 
and in consequence of this fact, by the time the Housing Act of 1954 
hit the builder, the economy had already, by itself gotten well, and 
this proved to be an overdose of credit, and we had what would have 
amounted to a runaway market had it not been for the fact that credit 
controls were begun to be established. If we look at the housing mar- 
ket today in terms of the economic factors that control it, the census 
reports last month that apartment vacancy or rental unit vacancy in 
the United States is 4 percent, this is not an unhealthy situation be- 
cause the single-family home occupancy is about 1 percent vacant, 
but it is unquestionably true that it was a desirable thing to have credit 
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curbs instituted that would enable, as Mr. Dovenmuehle said, these 
markets to catch up somewhat, because the one thing I would like to 
point out is never before in the history of the real estate economy in 
the United States or anywhere else that we know of under the capital- 
istic system has there ever been a 20-year period during one time of 
which the builders didn’t go broke. 

In other words, the cyclic economists believe that 20 years is the 
longest previous time in history that we have ever run through a full 
building cycle which would have meant that since our depression was 
hit in 1933 we would have been at the bottom of another depression 
at the longest by 1953. 

In my opinion, as an observer of the economy, the reason that we 
have abandoned the cycle in terms of the operation is because we have 
had a more closely managed economy and because we have had some 
realization of the stimuli which are necessary to maintain the economy 
in at least a level if not an ascending plane. 

Mr. Rarns. Do you agree we can manage the economy and prevent 
boom and bust ? 

Mr. Downs. I think that you cannot do that on a permanent basis, 
but I think in a strong economy you can do it for a long, long time. 
I think that it is inevitable that the economy must ascend in an era of 
full employment, and the question is how far is up, but I think it is a 
long way; that under a well-managed scheme we are strong enough, 
our economy is vigorous enough, to sustain substantial management. 

Now, out of these things, because I think it is now the stated respon- 
sibility, stated by both Presidents, that a fundamental responsibility 
of the Government of the United States is to maintain a high level 
of consumer purchasing power in the people. 

Mr. Rarns. That means a high level of employment actually. 

Mr. Downs. That is basically what it means. Since both President 
Eisenhower and President Truman have stated this on behalf of their 
parties, since both parties believe that this is the fundamental obliga- 
tion of the Government, it seems that our problem is to have the char- 
acter to resist the overdoses of anxiety to produce new records which 
have in the past always produced busts. 

I would have several recommendations to make to this committee 
this morning: 

One, I think that the absence of rental housing in the United States 
is an economic phenomenon, and I believe that rental housing for the 
middle-income group is economically obsolete. You exper imented with 
it with section 608, and it didn’t turn out to be middle-income housing. 

If you look at the skyline of Chicago and take a look at the 608 
structures, you will find them all within a mile of the lake or the 

majority of them, and you will find them luxury apartments. My 
feeling is that what needs to be done is that a section like 608 needs 
to be redrawn, and it needs to be applicable only for operation within 
certified redevelopment areas in cities. 

In other words, if the Government is going to come up with a liberal 
financing gimmick for rental housing which cities need, it should come 
up with it so that the builders of this housing should put that housing 
where it will be of benefit to the city, and I feel that this is one of the 
most important parts of redevelopment. 

For instance, we are beginning to run out of sponsors for redevelop- 
ment. projects in American cities. The vogue of insurance companies 











: 
i 
a 


lb a ie miler 2! eens 


A celine ER acta 495 


co ne 





h 


\ 
nm 





Bia srk OS 


op RE. 


5 aD al a Cas mets Lele ee 


ore 


ice RSet 





INVESTIGATION OF HOUSING, 1955 123 


to go in on a nice-gesture basis and on a public-relations basis to build 
beautiful projects, like New York Life is gone. The line doesn’t form 
on the left for our redevelopment projects any more for sponsors. 

Mr. Apponizio. Why is that ? 

Mr. Downs. The reason is because those who have gone into it have 
found it nonprofitable, principally not profitable, and, second, that 
they have run into other problems which beset them and which make 
the public-relations venture not always as they had planned it to be, 
and what we are going to have trouble with in our city programs is 
trouble in getting sponsors to build these buildings, and the Congress 
has got to re-cret ate a financial tool for such sponsors, my argument 
heing that if it does create it don’t let them put it on Lake Shore 
Drive. Make them put it on a redevelopment area which we in a city 
have certified. 

Mr. Ratns. Are you talking now about the idea of 220, what it 
was intended to do, it actually was hoped to be a replacement for 608 ? 

Mr. Downs. That is right; but I think it needs to be specified that 
it is only in redevelopment areas, and I think it should be more 
liberal so it will work. 

Mr. Rains. If the FHA agrees only toa profit of 5 or 7% percent, 
do you think builders will go into that kind of project with that 
limited profit? 

Mr. Downs. I think they will be hindered if there is not full finane- 
ing. The availability of full financing has been a characteristic of all 
multiple housing operations en masse. 

Mr. Rains. When you say “full financing,” will you tell me what 
you mean ? 

Mr. Downs. I mean the ability to borrow virtually what the build- 
ing costs as a fine distinction between that and a windfall. 

Mr. Rains. You mean the average builder doesn’t want any equity 
in the building? All he wants to do is build the building, get his 
profit, and get out ? 

Mr. Downs. I am saying there isn’t a substantial amount of risk 
capital available for middle income rental housing in the United 
States. 

The second recommendation I would like to make is that some pro- 

vision in the income-tax law be made for the mutual ownership of 
property without the mutual ownership being taxed as a corporation. 
There are millions of investors in the United States today who would 
like to buy a piece of the nner of a building, that is, they would 
like to take a look at a nice building, and thev would like to buy a 
thousand dollar certificate of beneficial interest, or a $500 certificate 
of beneficial interest, but if this building today earns about 9 percent, 
which would be considered very good earnings, and this certificate 
of beneficial interest is taxed as a corporation, and the Government 
takes off 52 percent immediately, the yield, then, becomes noncom- 
petitive, and one of the reasons why fortunes are channeling into the 
stock market, and fortunes are channeling into other media of invest- 
ments in the United States, is because it is impossible for peonle to 
own this property mutually without their being taxed as a corpora- 
tion and taxed out of half of their net. 

I think that if we could open up a mutual fund for the ownership 
of real estate in which each person would own one one-hundredth, 
68692—56—pt. 39 
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or one one-thousandth of a piece of real estate, I think all could be 
held free and clear without mortgages. We would channel really bil- 
lions of dollars of money into real estate. 

Mr. Rarns. Under the present tax law wouldn't he be entitled if 
he did that to his long-term gains and to considerable tax benefits of 
a corporation 4 

Mr. Downs. No; he would not because his corporate tax would so 
seriously hamper him that whereas he might get a capital gain in the 
event he liquidated it at the end, and whereas he could still take his 
depreciation, it still doesn’t produce an advantageous situation. 

The third recommendation I would like to make is that sections 
220 and 221, about which one of my colleagues in the city operation 
will speak to you shortly, be made workable. One of the things that 
we, I think, wish to do in the building economy now is inasmuch as 
industrial and commercial construction are going ahead with such 
vigor we don’t need to lay on the highest possible amount of resi- 
dential construction. If the whole construction industry is operating 
well it would be wise for us now to cut back to a million units and let 
the market harden up a little bit so that if we then needed to shift 
into residential construction as a stimulant to the economy, we would 
have a market left in which to shift. 

I think, therefore, that our attention now should be turned as a 
whole part of the urban-renewal program to the making of 221 in 
particular work in terms of the modernization and rehabilitation of 
our properties on a realistic basis, and this should be closely con- 
trolled, I feel, by the Government in terms of those areas in which this 
becomes applicable with assurances of enforcement of good conserva- 
tion planning, and so forth. I think that the final thing that I would 
like to say is that the Government now should not be stampeded or 
frightened at a little dip in residential construction. I think that the 
corrective measures in the residential market have largely been taken. 
I think that if we don’t do a single thing about credit that next year 
we will build in the area of 1,200,000 housing units, and this will be a 
sufficient amount to impact the economy in a favorable way to a broad 
level. 

This is true because both industrial and commercial, as well as 
public works, are going to spend billions in the residential field next 
year. I think that my own feeling is that a splendid job has been 
done, whether it is by the Treasury. by the Federal Reserve, or the 
Home Loan Bank, or the Housing Administration, or whatever. The 
fact that we have gone on a steady accelerated market for 20 years 
without either the serious characteristics of a boom or without the 
tragedy of a bust, I think is a remarkable testimonial to the increased 
ability of our people, the people, themselves, to sustain this economy. 
Thank you. 

Mr. Rains. Mr. Downs, you are a very convincing speaker, and you 
have a lot of information. There are a few things that I would like 
to discuss briefly with you. 

What you say about credit cushions sounds good except if you 
were on this committee and would travel all over the country, includ- 
ing southern California, where there is really a boom, you would 7 
people screaming and saying “We cannot cet the money to build : 
house. and we need it just as bad as the man who got one last year,” 
and in the light of that fact do you agree if you are going to put on 
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credit cushions—we used to put on all of these various credit cushions 
on consumer buying; I have been through all of those. 

Mr. Down . Regulation Ww! 

Mr. Rarys. Yes; and I raise the question why shouldn't the Gov- 
ernment curtail automobile credit instead of housing credit. 

You said a while ago that the home industry was the largest seg- 
ment of the economy. I think you would be in error. I think the 
automobile, with all of its connected activities, rates a little higher 
in the economy than housing, and I ask the question if that is true 
why not put cushions on installment buying of automobile buying, 
and appliances, instead of sticking it every bit on housing ¢ 

Mr. Downs. I feel that that is true, and I think that is certainly 
an objective of the Federal Reserve's increase in the rediscount rate, 
the boost this morning in Chicago of our prime bank rate from 314 
to 334. I think the whole credit structure is m: aking an effort to do 
this now, as I understand it. 

Mr. Rains. Do you think you feel the full impact of these credit 
restrictions now, or that you will feel it next March or April? 

Mr. Downs. I think we felt it 5 months ago more than ve are 
voing to feel it next March or April, if nothing is done. 

Mr. Rarns. Is it your opinion that a tax cut which would turn loose 
billions of dollars in the pockets of consumers of this country next 
year, is that not going to offset all of the freeze, so to speak, of the 
present ¢ 

Mr. Downs. My own feeling is that a tax cut, at least any that I 
have heard proposed, would not appreciably increase the size of the 
housing market. 

Mr. Ratns. Do you believe that the enactment of a $20 billion high- 
way construction program in this country turned loose on the bond 
markets, wae that be inflationary, and would it offset this? 

Mr. Downs. No; I don’t think so. I think that the impact of the 
highway haha A program is a relatively narrow impact in terms 
of the number of people that it directly influences in emp oyment. 
I don’t think it compares at all with housing in terms of its net effect 
on the economy. 

Mr. Rains. From all of the vast information you have on the imort- 
gag e credit problems, and reconciling the fact that Government oper- 
a in two ways, first of all to take care of the economic welfare of 
the country, and, second, from a political standpoint, do you think 
the present credit cushions on housing are put on solely for the pur- 
pose of stopping the building splurge or are they put on looking for- 
ward to a tax cut next year / 

Mr. Downs. My own feeling is that the Government—in the first 
place, let me say that the Government credit cushions are not the im- 
a int ones that are presently influencing the housing market. It 
is the voluntary credit cushions which were started to be put on last 
February and March which are the really important ones. 

The change in the FHA and VA terms is not the important thing. 
It is the 5 percent, 6 percent, or 7 percent discount that the builder is 
paying at the outset that is inhibiting his building. And these are 
voluntary. 

My definition of voluntary credit cushions is Just a higher price 
for money, that is all. In other words, it isn’t the change that the 
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Government has put in in terms of FHA and VA terms that have im- 
pacted the building market. It is the money market itself. 

Mr. Rarns. I don’t think the building cushions have anything to do 
with it, either, but I am talking about the action taken by the Federal 
Reserve Board, and by the Home Loan Bank Board. Those are the 
ones that I think tightened up the mortgage market. Do you agree 
with that ? 

Mr. Downs. That is right. 

Mr. Apponizio. You mentioned the fact that these builders were 
paying a 5 percent or 7 percent discount. I was wondering whether 
vou had any suggestions to give to this committee as to what we should 
do in trying to control this, or do you think it should be controlled ¢ 

Mr. Downs. I think what you see in this discount is an expression 
of risk. It is an expression of the attitude of the lender of the risk 
involved. 

For example, in Chicago we have the strongest housing market in 
the United States, in Chicago right now. We have not had the 
amount of discount that they have had in other housing markets, 
which are weaker, and where the lenders detect a weakness in housing, 
and where they want to inhibit the builder from making starts; they 
do so by imposition of such discounts. 

Mr. Rartns. Would that be because there is more money available in 
this particular area than we have been able to discover from men sit- 
uated as you are in other areas? 

Mr. Downs. No, it is principally because Chicago—this is my opin- 
ion now—that during the FHA days the FHA administration was 
not exactly the same : all over the countr y. We had in Chicago a very 
conservative, conscientious administrator of our FHA office in Ed 
Kelly, and he didn’t unloosen the spigots of credit to the degree that 
they did, for instance, in New Orleans. We had a very careful ad- 
ministration of the local FHA here, which held down the volume of 
construction which we did in the early periods of the war. This is 
the reason why Chicago construction right now is 37 percent ahead of 
last year, slightly atypics 11 of the Nation. 

Also, if you study our rent cushions in the 20 cites, where the BLS 
measures rent they have only gone up about 1.1 percent in the past 
12 months, whereas the C hicago rent cushion went up 7 percent, in- 
dicating a much stronger market here. 

Mr. Rats. Dr. Talle? 

Mr. Tair. Mr. Chairman, I was interested in what you stated, 
Mr. Downs, about the importance of the construction industry, and 
that certainly is correct. 

Now, in construction there are three fundamentals, money, mate- 
terials, and men. If you don’t have all three you cannot construct. 
Right now there is a shortage of steel. I know that to be true because 
just yesterday I got 20 letters from members of the A. F. of L. in 
Clinton, Iowa, saying that they had been laid off, not because there 
was no work to do but because they couldn’t get steel, and I read in 
the morning paper yesterday that it is not limited to Clinton, Iowa. 

Cement is another material. So unless you have the materi: als your 
money won't do you any good, and we do have the men needed to do 
the work. So these three must march forward together, and if we 
proceed so fast that we haven’t the materials to use in construction, 
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the process becomes self-defeating simply because we don’t have one 
of those three essentials. 

Mr. Downs. Yes, but I would suggest that when there is more money 
than materials, which is the situation obviously at the moment, this 
is the only thing that could produce a steel shotage ; when there is more 
money than materials the thing you worry about is materials and not 
money. 

Mr. Tatie. That is right. But if we proceed so rapidly with our 
construction of homes, or roads, or anything at all, that we run short 
of cement and steel obviously we are going to have stoppages, and 
these 20 men who wrote to me yesterday are deeply concerned about 
the kind of Christmas holiday they are going to have, and I sym- 
pathize with them. 

Mr. Downs. I think that is perfectly right, but I think that the 
bogeyman in the American scene is not short: ages but surpluses. This 
is what really worries us, surpluses. When we are in a position of 
shortage we act hastily to correct the shortage, but when we are in a 
position of surplus, really serious surplus, we have had it. 

Mr. Tauxe. | think you are talking about agriculture now; aren’t 
you! 

There is another aspect of your statement that interests me. You 
have said that what we needed to do in the case of a boom was to start 
to stop at the right time. Is that it? 

Mr. Downs. The history of our economy, as the chairman pointed 
out, since 1945, is an alternate history of putting our foot on the ac- 
celarator and putting it on the brake. We have always put it too 
heavily on the accelerator and too heavily on the brake. 

But to have solved that would have meant we would have a level 
economy, and I don’t think we have. 

Mr. Tauxie. I remember certain speeches made in 1954 that come 
under the heading of “Gloom and Doom.” That disaster didn’t oc- 
cur. And I think credit should be given to those who have managed 
our Government’s economy, the financial aspects of it, and I hope we 
have learned something, and that we can do better in the future. 

Mr. Apponizio. I hope the Republican administration will take all 
of the blame, as well as all of the credit for the wonderful things 
they have done. 

Mr. Tati. The Democrats will see to that. 

Mr. O'Hara. I was interested in your statement as to another source 
of revenue being the sale of certificates of beneficial interest in these 
big buildings. 

‘You will remember m: uny years ago when we had an unhappy ex- 
perience with what were called gold real-estate bonds, luxurious 
hotels, and most of our palatial apartment buildings of that era 
throughout Chicago were built with the $17 billion that the people 
in Chie: ago were persuaded to put into these real estate bonds. Few 
of the original purchasers of those bonds realized anything on their 
investments, many had no other fate than going to pauper’s graves. 
All of these fine properties here in Chicago were ‘built with the money 
of people many of whom died impoverished. The depression came 
on. There were reorganizations that came too late to save the origi- 
nal bond purchasers. 
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Unless we very carefully guard to prevent such repercussions as we 
had in the late twenties I' wouldn't want to see our people again sold 
gold real-estate bonds, or certificates of beneficial interest. 

Mr. Downs. I would like to make this statement, Mr. Congressman : 
The reason I formed Real Estate Research Corp. back in 1931 was 
because my family was wiped out in the real-estate bond market, and 
I felt if people had known more about real estate from a scientific 
standpoint they might have avoided that. 

What I am proposing is not a bond but a part of ownership, and 
let me say to you that this hotel where we met last night, and these 
other buildings, if they had been so financed there wouldn’t have been 
a time during r the depression that those securitvholders wouldn’t have 
had some return on their money. I am talking about ownership, not 
subject to debt, mutual ownership, and there is no one has a greater 
fear or a greater specter of disaster of real-estate bonds than I do. 

Mr. O’Hara. Of course, Mr. Downs, I think you remember the 
humble part that I played during that period, and the question in 
my mind is as to the validity of the certificate of beneficial interest. 
It was a partnership toa limited extent, with the control taken entirely 
from the people who had put in the cash by the fine print in documents 
they signed without reading. 

T wouldn't like to see that sort of thing again. 

Mr. Downs. Neither would I. 

Mr. O’Hara. There is a great source of finance for housing opera- 
tions in the savings of people, but I know you will agree with me we 
must accord the greatest possible security to savings that represent 
so much in labor and sacrifice and in future expectations after retire- 
ment. 

Mr. Downs. I would like to put this one statement into the record: 
There never has been a time in the history of this country when we 
had as many housing units as we had families. The thing that has 
always heretofore caused real-estate depressions is unemployment. 
Nobody ever lost a house. They only lose the job out of which they 
are paying for the house. We are more vulnerable to that situation 
today than we ever were, and this is the reason why in my opinion full 
employment is the basic ‘objective of the economy. 

Mr. Ratns. I agree with that statement. 

Mr. Yates has a question. 

Mr. Yates. Mr. Downs, you mentioned the fact that rents have 
gone up 7 percent in the past year in the city of Chicago? 

Mr. Downs. I believe that is correct. 

Mr. Yates. Isn’t that indicative of the fact that there aren’t suffi- 
cient housing units in the city of Chicago to take care of the housing 
needs of the people? 

Mr. Downs. It is indicative of the fact that the demand exceeds the 
supply. 

Mr. Yates. And how much have rents gone up since rent controls 
were removed ? 

Mr. Downs. Well, they haven’t gone up more in Chicago than for 
the country. It is just the delay there. They have gone up about 
48 percent, I think. 

Mr. Yares. The last statistics I saw was about a month ago where 
the Bureau of Labor Statistics issued a statement which indicated 
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that the rentals in Chicago had gone up something like 55 percent 
since rent controls were removed, and that this was at the highest 
rate of increase of any city in the Nation. 

I wondered when you talked about the firm housing market as to 
whether or not we had kept pace sufficiently with the needs of the 
buyers of housing as well as those who provide the housing to those 
who want the accommodations ? 

Mr. Downs. I think that to the end of this year—as I reported a 
few moments ago, we are now 37 percent ahead of last year, 
whereas the balance of the economy is somewhat below—I think by the 
end of this year we will fairly well have balanced off the backlog, but 
we will have still a strong housing market. 

Mr. Yates. You stated also in your opinion rental housing had 
become obsolete. 

Mr. Downs. That is correct. 

Mr. Yares. For large metropoitan areas. Or was this just a gen- 
eral statement ¢ 

Mr. Downs. This was a general statement based on this thing, 
Congressman: The American people no longer can afford to buy serv- 
ice of any kind, and service is symptomatic of apartment living. The 
average man who buys a $15,000 house in Chicago cuts his own grass, 
shovels his own sidewalk, fixes his own Fuller ball in his faucet, and 
the reason he does it is not because he is just nuts about “do it your- 
self” but because he needs to do it. 

The fellow who wakes up in the apartment building in the morn- 
ing listens while the janitor shovels the snow, and he cannot afford that 
in the mass market. 

Mr. Yates. Can we house Chicago’s population without continuing 
to build multiple-story units? 

Mr. Downs. We cannot in any event. We have to dedensify the 
city of Chicago by about a couple of hundred thousand people in any 
event to replace our present apartment buildings at the level of rent 
that exists now in used buildings we cannot do. 

Mr. Yates. When you say “dedensify,” do you mean foster a move- 
ment to get out of Chicago / 

Mr. Downs. If we were to rebuild Chicago tomorrow morning to 
the limits of density we know from planning standards to be good 
we would cause 200,000 people to move out of the city. 

Mr. Yates. That is desirable? 

Mr. Downs. We have square miles that run up to sixty-five or 
senventy thousand population per square mile. Nobody in his right 
mind would replan for that kind of population density. 

Mr. Yates. Wouldn’t it be better if we redistributed them through- 
out the city rather than in the suburbs ¢ 

Mr. Downs. If we were to redistribute them throughout the city 
and use up every square mile of land to the density we believe de- 
sirable, we would still have to move 200,000 to the suburbs. 

Mr. Yares. What density are you using there ? 

Mr. Downs. Thirty or forty thousand, which is the highest you can 
use, and then employ it out to the periphery where you would use 
smaller density. 

Mr. Yates. Thank you, Mr. Downs. 
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Mr. Rarns. Thank you very much, Mr. Downs, for appearing. It 
was a very interesting discussion. 

Mr. Downs. Thank you. 

(Additional data submitted by Mr. Downs is as follows :) 


OFFICE OF THE HOUSING AND REDEVELOPMENT COORDINATOR, CITY OF CHICAGO, 
CHIcAGO, ILL. 


D. E. Mackelmann, deputy coordinator 


Subject: Residential Construction and Demolition During October 1955 and 
During the First 10 Months of 1955. 


CITY OF CHICAGO 
October 1955 

The volume of residential construction in October remained relatively high. 
This was due in large part to permits for 859 public housing units taken out in 
October for the Cabrini Extension project at Chicago and Orleans. These were 
the first permits for public housing units taken out this year. They accounted 
for 45 percent of units planned for Chicago in October this year. 

Permits were taken out for 1,915 dwelling units in October, 17 percent under 
September 1955, but 34 percent over October 1954. Chicago recorded 40 percent 
of the units taken out in the total metropolitan area in October as compared to 
42 percent in September 1955 and 32 percent in October last year. 

Permits for 876 single-family units were 46 percent of all permits issued in 
October, 10 percent over September 1955 and 43 percent over October 1954. 

The 1,035 multifamily units for which permits were taken out in October were 
24 percent under last month, but 32 percent over October a year ago. Of the 
1,035 units, 859 were public housing units. Of the 167 private multifamily units, 
40 percent were in two flat structures. Multifamily units were 54 percent of all 
units planned in Chicago in October as compared to 59 percent of all units in 
September this year and 438 percent in October last year. 

Permits for conversions to add 4 dwelling units to the city’s housing supply 
were taken out in October, 98 percent under September 1955 and &9 percent under 
October 1954. 

The demolition in October of 39 structures, estimated to contain 117 units, was 
15 percent under September 1955 and 19 percent under October 1954. 

Ten months 1955 


Permits for 13,907 dwelling units have been taken out in the first 10 months 
of 1955, 23 percent over the same period last year. Subtracting public housing 
units from the total in both years, 1955 is 37 percent over last year. It is in- 
teresting to note that in the 3 months ending October 31, 1955, permits were 
issued for 6,324 units compared to 3,641 units in the same 3 months of 1954, 
an increase of 74 percent. 

Of the 13,907 units planned this vear, 8,045 have been single-family units— 
12 percent over last year. 

The 5,588 multifamily units for which permits were taken out in the first 10 
months of 1955 were 47 percent over the first 10 months of 1954. From August 
1 to October 31, 1955, permits were taken out for 3,467 multifamily units, 156 
percent over the like 3 months of 1954. 

Permits for conversions have declined 25 percent to 276 units during the first 
10 months of 1955 as compared to the same period last year. 

Demolition of 479 structures, estimated to contain 1,437 units, during the 
first 10 months of 1955 was an increase of 19 percent over the same period in 
1954. 

METROPOLITAN AREA (EXCLUDING CHICAGO) 
October 1955 

Permit data for the areas outside of Chicago shows 2,832 units planned in 
October, 13 percent under September 1955 and 6 percent under October 1954. 

Permits for 2,279 units were taken out in the suburban towns in October, 
10 percent under September 1955 and 6 percent under October last year. Of the 
2,279 units, 2,189 were for single-family homes, a decline of 9 percent from 
September this year and 7 percent from October a year ago. The 90 multifamily 
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units planned in these towns were 34 percent under September 1955, but 45 
percent over October last year. 

All of the 553 units for which permits were taken out in the unincorporated 
areas were for single-family homes. These units were 21 percent under Sep- 
tember this year and 5 percent under units in October last year. 

Ten months 1955 


New construction in the suburban towns during the first 10 months of 1955 
increased 18 percent over last year, representing 25,734 new units. Of these new 
units, 24,294 were single-family homes, 16 percent over last year. The 1,440 
multifamily units in the suburban towns were 87 percent over the first 10 
months of 1954. 

In the unincorporated areas, permits for 7,457 units in the first 10 months 
if 1955 show an increase of 5 percent over 1954. All but eight of the units in 
the unincorporated areas this year have been for single-family units. During 
the first 10 months of 1954 all but 4 of the 7,070 units were for single-family 
homes, 

TOTAL METROPOLITAN AREA 


Permit data for October 1955 show 4,747 units planned in the Chicago metro- 
politan area, 15 percent under September 1955 but 7 percent over October 1954. 
Single-family units numbered 3,618, 7 percent under last month but 2 percent 
over the same month last year. The 1,129 multifamily units were 32 percent 
under September this year but 28 percent over October a year ago. 

The 47,098 units scheduled for construction in the first 10 months of this year 
were 17 percent over the same period in 1954. Single-family units increased 13 
percent to 39,786. Multifamily units increased 48 percent, to 4,947 units. 


NEW NONFARM DWELLING UNITS STARTED IN THE UNITED STATES 


The 107,000 new nonfarm units estimated to have been started in the United 
States in October were 5 percent under September 1955 and 3 percent under 
October last year. The preliminary estimate for the first 10 months of 1955 
is 1,153,700 units, 12 percent over last year. 


TABLE I.—City of Chicago—Dwelling unit permit data by type of unit—October 
and September 1955 and October 1954 
7 “4 : | - | + ; | 
i ii aod Single | Multi- | Conver- Public 
Period Potal units family | family sions housing ! 


October 1955. . < 1,915 876 1, 035 4 859 
September 1955- 2, 319 798 1, 356 165 
October 1954 = 1, 432 614 ‘ 36 
10 months 1955 13, 907 8, 043 5, 5 276 
10 months 1954_ - - 11, 348 7,177 3, 370 


1 Not to be added in the total, figures listed in multifamily units. 


Source: Department of Buildings, City of Chicago 


TasLe II.—Suburban towns and unincorporated areas—Dwelling unit permit 
data by type of unit—October and September 1955 and October 1954 


Suburban towns nincorporated areas 
Total units Type of units Type of units 
in areas 
ontside of 
Chicago Single Multi- Single Multi 
family family family | family 


October 1955 2, 189 553 
September 1955_. P ; 2, 403 37 697 
October 1954 2, 354 585 
( months, 1955 4 24, 294 , 7, 449 
10 months, 1954 21, 000 


Source: Bell Savings and Loan Association. 
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TasBLe IlI.—Dwelling unit permits in the Chicago metropolitan area and new 
nonfarm dwelling units started in the United States—October and September 
1955 and October 1954 





| 9 *hi- | New nonfarm 
Total Chi- a ew I arn 
Period | cago metro- | Chicago | bn — — 
litan area icago the Unitec 
“ States 


| 





October 1955____- 4, 747 | Ol 2, 832 1 107, 000 
September 1955____ 5, 556 2, 316 3, 237 ! 113, 000 
October 1954- - 4, 433 3 3, | 110, 700 
10 months 1955 é 47, 098 : 11, 153, 700 
10 months 1954 40, 190 200 





1 Preliminary. 
Sources: Department of Buildings, city of Chicago; Bell Savings & Loan Association; U 


. 8. Bureau 
of Labor Statistics. 


NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 
REHABILITATION AND CONSERVATION—A SYMPOSIUM 
Washington, D. C., August 8-9, 1955 
AGENDA 


August 8, Morning Session (9:30 to 12)—-Chairman, D. E. Mackelmann 


Opening remarks: James W. Follin, Commissioner, Urban Renewal Adminis- 
tration. 

Presentations : 

Baltimore, Md.—Arthur D. MeVoy, director, department of planning; Daniel 
H. Shear, assistant director, redevelopment commission. 

Cleveland, Ohio—John B. Williams, assistant director, urban redevelopment 
agency. 

Dayton, Ohio—F red Utevsky, city planner, city plan board. 

St. Lovis, Mo.—Charles L. Farris, executive director land clearance for re- 
development authority; Monroe F. Brewer, chief engineer, housing rehabilita- 
tion project, division of building and inspection. 

Detroit, Mich.—Joseph Starrs, slum clearance coordinator; M. F. Parkins, 
chief, conservation division, city plan commission. 

New Orleans, La.—Shelton P. Hubbard, chief division of housing improvement 
and slum prevention. 


August 8, Afternoon Session (1:30 to 5)—Chairman, Charles L. Farris 


Presentations : 

Chicago, I1l—D. E. Mackelmann, deputy coordinator, office of the housing 
and redevelopment coordinator; Phil A. Doyle, deputy executive director, land- 
clearance commission. 

Newark, N. J.—Joseph Nevin, director of redevelopment. 

Norfolk, Va.—Lawrence M. Cox, executive director, redevelopment and hous- 
ing authority. 

Philadelphia, Pa.—Francis J. Lammer, executive director, redevelopment au 
thority; Mead Smith, economist, office of housing coordinator. 

Portland, Maine—Roger L. Creighton, planning director, city planning board. 

Providence, R. I—Donald M. Graham, executive director, redevelopment 
agency: Robert F. Rowland, deputy director, redevelopment agency. 

Washington, D. C.—John R. Searles, executive director, redevelopment land 
agency. 


August 9, Morning Session (9:30 to 12)—Chairman, Lawrence M. Cox 


Open discussions of major common working problems (specific subjects to be 
determined by the chairman on the basis of project presentations). 
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August 9, Afternoon Session (2 to 5)—Chairman, William L. Rafsky 


Open discussions on major problems continued. 

-articipants from the Federal agencies: 

Urban Renewal Administration : 

James Follin, Commissioner 
Richard Steiner, Deputy Commissioner 
aul Middleton, Chief, Planning and Engineering Branch 
John Shively, Special Assistant, Program Planning and Review 
Gilbert Barnhart, Demonstration Program Branch 
Joseph Guandolo, Associate General Counsel, Office of the Administrator, 
HHFA 
Federal Housing Administration: 
Mr. W. Beverly Mason, Jr., urban renewal officer 
Mr. A. Jarchow, Director, Appraisal and Mortgage Risk Division 

Reporter for the symposium: William K. Brussat, Office of the Housing and 
Redevelopment Coordinator, Chicago. 

This was a meeting of housing and planning officials from some 13 cities 
which are attempting to develop renewal projects which, in whole or in part, 
contain elements of neighborhood conservation and housing rehabilitation. The 
meeting was held under the auspices of the rehabilitation and conservation 
committee of the National Association of Housing and Redevelopment Officials, 
but those in attendance were invited on the basis of their progress in developing 
project programs involving conservation and rehabilitation. 

The reasoning behind the meeting was severalfold : 

(a) The programs of the various cities vary greatly in approach and content. 

(b) Most are perhaps longer on promotion than on actual progress, due both 
to local conditions and relationships as well as to problems presented by Federal 
policies and requirements. 

(c) Federal policies and requirements are ambiguous or uncertain in regard 
to conuservation-rehabilitation aspects of renewal. 

(d) The concept of urban renewal, including, in addition to redevelopment, 
neighborhood conservation and rehabilitation, presents additional problems of 
Federal-local relationships, of financing, and administration. 

Therefore, it was hoped that out of this welter of problems and confusion, 
the sessions could— 

(a) Define more precisely some common problem areas for more detailed 
study. 
(b) Achieve some clarification of Federal requirements and policies. 

The first day was given over to reports from the various cities on the nature of 
their particular programs. The second day’s sessions concentrated on discussion 
of problems derived from the reports given the first day with the major emphasis 
on Federal requirements and policies and the problems presented therefrom. 


HIGHLIGHTS OF THE VARIOUS CITY PROGRAMS 


It was clear from the first day’s reports on the local programs that the first 
assumption on which the meetings were based was quite correct. The extreme 
variability of approach and content was demonstrable in a number of ways: 
1. Definitions 

It was implicit in many reports that “rehabilitation” and “conservation” were 
equivalent terms. Yet when explicit definition was given, the difficulty of com- 
paring the programs of the several cities was sharply pointed up. Slayton’s 
differentiation of the two terms was accepted by Chicago.. This applies the 
term “conservation” to the treatment of areas, the terms “rehabilitation” to 
the treatment of individual structures. However, Mr. Follin, of Urban Re- 
newal Administration, advanced President Eisenhower's definition as the distine- 
tion he accepts. In his housing message to Congress (January 1954), the Presi- 
dent said: “* * * Federal assistance is justified for communities which face 
up to the problem of neighborhood decay and undertake long-range programs 
directed to its prevention. The main elements of such programs should 
include— 


_ 1 For most recent statement on differences, see William Slayton, Conservation of Exist- 
rey Housing. Law and Contemporary Problems (Duke University, summer, 1955), pp. 
36-462, 
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“First. Prevention of the spread of blight into good areas of the com- 
munity through strict enforcement of housing and neighborhood standards 
and strict occupancy controls; 

“Second. Rehabilitation of salvable areas, turning them into sound, 
healthy neighborhoods by replanning, removing congestion, providing parks 
and playgrounds, reorganizing streets and traffic and by facilitating physical 
rehabilitation of deteriorated structures ; 

“Third. Clearance and redevelopment of nonsalvab!e slums.” 

Detroit applies both terms to areas. The Detroit Plan Commission has weighted 
6 census factors applying to population and housing characteristics to arrive 
at 5 types of treatment areas. Three of these are labeled “conservation”; 1 
“rehabilitation”; and 1 “redevelopment.” Philadelphia is attempting a similar 
process. 

Within the term “rehabilitation” itself there is apparent a wide range of in- 
terpretation. Philadelphia is the only city which attempts distinctions here, 
advancing the terms, “reconstruction,” “remodeling.” and “renovation,” indi- 
eating a range of treatment from complete structural overhaul to major pretty- 
ing up. Other cities appear to lump everything from code violation abatement 
to cleanup-paintup to overall rebuilding under the rehabilitation catchall. 

It was this manifest confusion which led to the recommendation that a stand- 
ardized reporting and statistical system be worked out, possibly as a section 314 
demonstration program, so that the structural rehabilitation programs of the 
various cities can be reduced to a comparable basis. In the present situation 
the claims of two different communities of the same number of structures re- 
habilitated may represent widely divergent levels of achievement. One sug- 
gestion was that perhaps comparison could be made both on a gross and on a 
per dwelling unit expenditure basis. At any rate, it was pointed out that stand- 
ard reporting techniques had been developed for such fields as delinquency, 
public health, etc., and that there was no reason to believe that the same could 
not be done for rehabilitation. 

2. Content 

The different cities reported a range of “renewal” projects, covering the 
gamut from complete absorption with rehabilitation (e. g., New Orleans) to 
inclusion of conservation and rehabilitation as filling in the gaps about a project 
essentially redevelopment (e. g., Cleveland, Norfolk). This is not to say that 
these communities have a lesser regard for these aspects of renewal but that 
their current projects tend to include them only incidentally. Several cities 
(e. g., Dayton) have expanded small redevelopment areas to include sizable 
adjacent areas for conservation. In a number of cases, projects are consciously 
designed to be cross sectional, including the whole range of possible treatments 
from clearance to cleanup (e. g., Baltimore). 

This raised several questions: 

1. Are all of these approaches in themselves sufficient to constitute a renewal 
project? Or must a renewal project include the range of treatments? The 
answer to the first of these is ambiguous but it is certainly clear that projects 
which are 100 percent clearance are still acceptable. However, where lack of 
local enabling legislation is a bar to slum or spot clearance through the exercise 
of the power of eminent domain, for instance (e. g., New Orleans) the situation 
becomes more equivocal. The Housing Act of 1954 and the workable program 
demand certain types of police power and eminent domain. Whether a good 
renewal plan short of full clearance can be effectuated within certain basic 
powers is doubtful. 

Mr. Follin, speaking of recertification of local workable programs, noted a 
“well-rounded program” of redevelopment and conservation as a probable re- 
quirement. He stated that an absence of the latter may result in a denial of 
recertification. This, however, does not clarify the nature of project activities 
itself. 

2. How are the boundaries of a renewal project established? Urban Renewal 
Administration directives give explicit attention to the area surrounding the 
project area, and Federal Housing Administration practice demonstrates a like 
concern. But there are no formal criteria for indicating at what point a project 
is of sufficient size or scope to create its own environment. This militates against 
the small project or the single treatment approach, especially in the larger or 
older cities where deterioration is widespread and intense. 

Mr. Middleton, of Urban Renewal Administration, said he felt that there had 
been an overselling of renewal as dealing with large areas. The ruling ques- 
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tion, he thought, was whether the area was plannable as a unit. Mr. Joseph 
Guandolo, Urban Renewal Administration counsel, speaking from another point 
of view indicated that the area should be of a size small enough that it could 
he financed through loan and grant. This is not the ruling criterion necessarily 
but certainly an element to be considered. Another major question, he added, 
is whether the locality is equipped to carry the administrative burden. To pick 
too large an area to survey in the first place, when it is known that so large an 
area cannot be carried, may be a waste of effort and resources as well as raising 
questions of legal eligibility. 

3. Approach 

Can rehabilitation proceed successfully on the basis of completely voluntary 
effort? Or is exercise of the police power (or more) an absolute necessity for 
a successful program’? What standards should be aimed at? Is the code level 
sufficient to create sound housing? Should resources and effort be spent on 
blighted areas to bring them up to code level through enforcement? At what 
point does it become more feasible to redevelop an area than to rehabilitate its 
buildings? 

Most cities seemed in accord that a strong enforcement program was essential 
with additional powers for spot clearance as certainly desirable if not necessary. 
saltimore is one of the few cities which has that power (Chicago being an- 
other) ; but the problem of maintenance of cleared parcels has presented an 
obstacle to extensive use. New Orleans seems the lone city which places confi- 
dence in the possibility of achieving full-scale rehabilitation of structures on 
an area basis by voluntary effort with only minimal exercise of the police 
powers. New Orleans reports 13,000 instances of rehabilitation, almost all vol- 
untary ; 6,000 of these have been in 4 enforcement areas and 7,000 in the city 
aut large. The major obstacles to rehabilitation in New Orleans were reported to 
he lack of financing and, in some measure, relocation. A strong public relations 
program is seen as the reason for the high level of voluntary activity in comply- 
ing with violation abatement notices. Strictly speaking, this may not be con- 
sidered voluntary effort by some criteria inasmuch as the division of housing 
inspection and slum prevention takes the initiative in securing action through 
its inspection and notification system. 

Little was said about the distribution of resources among the range of activities 
from code enforcement on through clearance. Nevertheless, it was clear that 
New Orleans with its concentration on slum rehabilitation alone was unique. 
This may be because of the lack of expropriatory powers for this purpose in 
Louisiana. However, among the other cities, St. Louis reported specific attention 
to allocation of local moneys among the several elements of renewal ($10 million 
for clearance, $4 million for rehabilitation), and other cities expressed a less 
precise appreciation of this problem. On the other hand, distribution of available 
Federal funds was noted as a matter of great concern by both Chicago and Phila- 
delphia, both of which had allocated their quotas under the 1949 Housing Act 
and foresee this problem as continuing under the Housing Act of 1955. 

On the matter of feasibility of rehabilitation versus clearance it was apparent 
that there was no very precise criteria. New Orleans, as noted, is confining its 
rehabilitation activities to blighted areas with a minimum of demolition. In 
Louisiana, however, slum clearance is not regarded as a public purpose and 
eminent domain is still lacking, although it is available for public housing. In 
other cities considerations of effective area planning may often rule. For in- 
stance, in Chicago’s Hyde Park projects it may be most feasible to condemn 
deteriorated structures because of the prohibitive costs of bringing these build- 
ings up to the relatively high standards prevailing in the area. In some other 
neghborhood of lower general condition, it might be quite sound to rehabilitate 
the same structures. 

This matter of variability of cities and neighborhoods within cities was fre- 
quently stressed. These differences were pointed out as an effective bar to hard 
and fast rules, both in the administration of local programs and in determining 
the eligibility of projects for Federal aids. Other variables besides general con- 
dition of the area may be equally as important in determining the feasibility of 
rehabilitation over redevelopment. Location or character may compel preserva- 
tion as in Georgetown or Chicago’s Lincoln Park. Another consideration of 
major note is the type of structure prevalent in an area. An area of single-family 
homes and duplexes lends itself more easily to rehabilitation than does an area 
of multifamily structures. Cost tend to be lower, financing easier to obtain (title 
1 is often sufficient, not to speak of Federal Housing Administration problems 
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with regard to rental properties). Moreover, owner occupancy is more prevalent 
and general overcrowding less pronounced, especially in its effect upon local 
amenity. 

It may be assumed, then, that peculiarities of the local legal and administrative 
arrangements will condition each city’s overall approach to renewal, even as 
the particular character of each neighborhood will demand a flexible approach 
in any given city. Therefore, this is an area where standardization appears 
most difficult. What must be sought is not a standard but a method of equating 
these variable approaches, i. e., whether the general livability of the neighborhood 
or the city has been raised to a demonstrable degree in the most economical 
inanner is the critical question. To ask whether this achievement conforms to 
xn Overall standard and has been accomplished by some approved method will 
not afford a meaningful answer. 

Administrative organization? 


Most cities reporting centered the responsibility for renewal of the conservation- 
rehabilitation type in whole or in part of four types of local agencies: (1) Coordi- 
nator; (2) coordinating committee; (8) redevelopment agency; (4) building 
department. 

In several cases a totally new agency has been set up to deal with this program. 
Most noteworthy of these is Chicago with its community conservation board. 
The board was established under State enabling legislation (1953) which specifi- 
cally allowed the power of condemnation for neighborhood conservation (i. e., 
slum prevention). This agency has the usual powers with regard to property 
held by most redevelopment agencies, except that they are to be exercised for 
purposes of neighborhood conservation. 

Another unusual variation in the Chicago setup is the Neighborhood Redevelop- 
ment Corp. Amendments to an earlier State act permit 5 property owners in 
any area from 2 blocks to 160 acres in size to use public powers to plan and carry 
out the redevelopment or conservation of the area, if the consent of the owners 
of 60 percent of the property and the approval of the neighborhood redevelop- 
ment commission (the supervisory agency) are secured for the plan. Financing 
is through the sale of stock. Participation of various other agencies must be 
negotiated. Six such corporations are in the formative stage, but no plans have 
yet been submitted to commission approval. 

The New Orleans program is under the direction of a new division of the local 
counterpart of a building department, the department of safety and permits. 
The new agency, the division of housing improvement and slum prevention, is 
interesting both in its organization and jurisdiction. It has exclusive inspection 
powers in areas designated for urban renewal by the planning commission. Its 
inspectional staff reflects the jurisdiction. There are three specialized inspec- 
tors: Engineering (structural), electrical, and plumbing. In addition, there are 
14 general inspectors who cover zoning and housing inspections but also have a 
working knowledge of structural, electrical, and plumbing standards so as to 
inake referrals to the specialists. 

The Baltimore program operates under a coordinating committee system with 
actual operations proceeding under the several departments. There are two 
renewal committees, one on policy, composed of the chairmen of the participating 
agencies, with the other composed of the staff chiefs of these agencies. 

St. Louis has a coordinating board, composed of agency heads, but actual con- 
servation activities are carried on under the division of building and inspections 
which, similar to the New Orleans Division of Housing Improvement and Slum 
Prevention, has exclusive jurisdiction over enforcement in areas designated for 
conservation and rehabilitation activities. 

Detroit carries out its actual renewal projects (title 1) by way of its redevelop- 
ment agency, the Detroit Housing Commission. However, conservation activi- 
ties up to the project point are developed in the planning commission which has 
a special division set up for that purpose. Overall there is a coordinating com- 
mittee which has a joint citizen-public agency head membership. 

Philadelphia vests overall responsibility for neighborhood conservation with 
the housing coordinator. Chicago did the same until the establishment of the 
community conservation board. 

The greatest number of cities puts the responsibility for renewal projects of 
the conservation-rehabilitation type in their redevelopment agencies. Compli- 


© 


Attention is directed to information report No. 76 of the Planning Advisory Service 


of American Society of Planning Officials, Administrative Organization for Urban Renewals 
in Selected Cities (July 1955). 
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cating a breakdown of this sort are some of the confusions noted above. The 
agency with responsibility for carrying out the project plan is not always the 
prime mover in project development (e. g., Detroit). When conservation and 
rehabilitation are seen primarily in terms of enforcement or a project as a 
cross-section of treatment, the major operating agency with regard to rehabili- 
tation may not be the local public agency.” Whatever the arrangements that 
prevail in any given city, there is apparent a recognition that, administratively, 
renewal is essentially a coordinative problem. 

Citizen participation 


There was general unanimity among the conference participants that citizen 
participation is a vital element in the conservation-rehabilitation aspects of re- 
newal. What such participation should consist of met with a greater variety of 
interpretation. Quite a few communities see citizen participation as taking 
place mostly through the support of citywide groups such as housing associations, 
real-estate boards, chambers of commerce, parent-teachers associations and the 
like. A bid for their support is most frequently made by means of the appoint- 
ment of their representatives to a citizens’ advisory board on urban renewal or 
some such similar device. 

To those communities which have inaugurated conservation and rehabilitation 
programs in particular neighborhoods, citizen participation is seen as a much 
nore specilie thing. Here it becomes a matter of securing agreement to specific 
plans which may touch upon the personal interests of each person in the project 
area. It means involving him in specific activities from correcting the violations 
on his own property to joining with his neighbors to put pressure on recalci- 
trants or to agree to special assessments for improvements to his block. At the 
very least his acquiescence is sought. At most, he is asked to spend considerable 
time and money on improvements to his property and his neighborhood. 

The manner of securing his grassroots participation varies in nature and degree 
among the cities reporting it. 

St. Louis has plans to organize some 6,500 blocks for cleanup activity at least. 
This is to be done through a chamber of commerce sponsored council on civie 
needs. In its two project areas it lined up local leadership prior to announce- 
iment of the areas as projects to remove misconceptions about what was planned. 
Steering committees were formed which led to the formation of community coun- 
cils. Public opinion polls were taken both to discover and awaken attitudes 
toward the neighborhood. Emphasis was placed on the intention of the agency 
to plan with the area. 

Detroit, in addition to its mixed (agency-citizen) committee for neighborhood 
conservation and improved housing, has undertaken the task of organizing its 
project areas. This activity is under the direction of the planning commission 
which utilizes its own and other agency staff on a voluntary basis for this purpose, 
in addition to volunteers from welfare agencies and civic groups. Their activity 
has resulted in the organization of a permanent council in the first project area. 
‘The report did not specify the nature of the council program, however. 

Philadelphia has inaugurated through the coordinator’s office a 
program in four pilot areas, representing a variety of conditions. 


at 


leadership 
The object 
the program is to stimulate block organization and areawide working com- 
iittees to secure voluntary rehabilitation and compliance to code standards. 
Assisting in this endeavor are such agencies as the Board of Education which 
offers homemaking services and instruction and the real estate board giving 
advisory assistance on property management. 

Chicago does not attempt to organize project areas. Rather it makes com- 
munity organization a prerequisite for qualification as a conservation project 
area. The policy of the coordinator’s office has been to stimulate community 
organization in any and all neighborhoods. It has advised community organi- 
zations but has seen local initiative as necessary to the actual procress of or- 
sanization. In addition it has educated community organizations not only on 
the nature of neighborhood conservation but of city government, informing them 
of the distribution of responsibility (making sure they are conscious of their 
own) and the channels by which official action is most effectively s°cured. 
Finally, inasmuch as neighborhood conservation is viewed as a continuing 
process with a division of public and private responsibilities, the coordinator’s 

3The local public agency (LPA) is the local governmental entity which contracts with 


Housing and Home Finance Agency for assistance in slum clearance under title 1 of the 
1949 Housing Act. 
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office has insisted that no neighborhood can have a really successful program 
unless it has professional staff and office to give it continuity and competence 
in carrying out its end. There are nearly 40 neighborhood groups with a con 
servation program; 15 of these have staff services, 5 more are in the process of 
raising funds. Budgets range up to $50,000. Programs range from technical 
renewal planning and programing to area watchdogging over building and 
zoning violations. 

A problem miscellany 

‘Lhe foregoing illustrates a variety of programs and problems. However, there 
is a miscellany of questions raised which deserve special mention. They were 
questions asked—not answered, but they may well rise to plague those who have 
not yet had to face them. 

1. Of course, the single problem most frequently raised was the problem of 
securing financing for rehabilitation. This will be discussed more fully in this 
report under policies and programs of the Federal agencies. Nevertheless, with 
or Without the incentives provided by Federal Housing Administration insur- 
ance under section 220, the locality has a selling job to do to attract private 
monies into conservation areas. The mere existence of section 220 is no guar- 
anty that money will be available. 

Looking at it from the standpoint of the property owner, there is not only the 
question of facilitating financing for him, but of providing incentives for him to 
make the investment. This may start with assurances that the area will remain 
residential. But the property owner is usually far more concerned with the im- 
mediate advantages or disadvantages surrounding the demands of renewal. He 
Wants assurance that the city will fulfill its end of the program and see to it 
that other properties are brought to a level where they will not devalue his, 
destroying his investment. 

2. This brings up the matter of enforcement and the securing of standards 
above minimum. With some implicit disagreement among the conferees, the 
consensus Was that code standards alone provide a floor too low to assure the 
achievement of stability for a neighborhood. Several possibilites have been 
advanced: 

1. Relatively high code standards with systematic enforcement in specific 
areas only. 

Differential standards for different parts of a community. 
Standards incorporated as part of a renewal plan. 

On the first of these only one community, Milwaukee, has undertaken to write 
such a code, but it is untried as an operating policy. Mr. Guandolo is of the 
opinion that this would be defensible legally, as cities are given some discretion 
in the application of the law. It may be further pointed out also that this 
occurs anyway, in fact, in the actual administration of the present code stand- 
ards. 

The matter of differential standards could be successfully challenged as a 
violation of due process, in the opinion of Mr. Guandolo. On the other hand, he 
thought such differential standards designed as part of a renewal plan might 
be supportable. Mr. Rafsky, Philadelphia’s housing coordinator, reported that 
his attorneys disagreed, stating an opinion that at least in Pennsylvania this 
approach could be attacked effectively on constitutional grounds. Mr. Guandolo 
cited the case of Berman v. Parker in support of his contention (75 Supreme Court 
Reporter, p. 98). Although it is not strictly applicable, dealing as it did with 
the power of eminent domain, he pointed out that it has been successfully relied 
on in a more applicable case. In Wisconsin, in the case of State ex rel, Saveland 
Park Holding Co. v. Wieland (269 Wis. 262) the court upheld the right of the 
village of Fox Point to issue a building permit (or withhold it) at the discretion 
of a building Commission using, among others, aesthetic criteria. The purpose 
of the use of such broad discretionary powers is to protect property values in 
a high-class residential area. Attention was called to the widespread use of zon- 
ing ordinances for this purpose. 

Recent legislation in Illinois approves the use of the lien power, but only to 
force compliance to code standards. That is, the city (or the community conser- 
vation board in Chicago) can make the necessary repairs, placing a junior lien 
for the cost thereof against the property. This power has not yet been tested 
in the courts. 

The Illinois Urban Community Conservation Act also permits the taking of a 
building to bring it up to standards of the conservation plan. However, in fed- 
erally assisted title I projects, direct expenditures by the local public agency 
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for construction or rehabilitation are not allowable as part of project costs. 
Nevertheless, the loss involved in purchasing a property and selling it at a write- 
down for rehabilitation is so allowable. 

A question relating to the use of condemnation powers for neighborhood con- 
servation concerns the effects of this great broadening of such powers. In effect, 
this creates “a shadow of eminent domain” which will hang over all properties 
in designated renewal areas. It remains to be seen to what extent this will 
affect values and salability of properties in these areas. 

3. In another vein, the matter of citizen participation has certain implications 
which will have to be explored and certain problems have already arisen to 
plague some officials. In the matter of organization itself, for instance, no 
solution has been discovered of sustaining (let alone organizing) effective 
organizations in areas of high population mobility. Likewise, it was pointed out 
that it is expecting too much to think of organizing support in areas where 
major surgery is planned. This, it was said, is asking the people in the area 
to “bleed with a smile.” 

Some of the problems are subtler. When citizen support is built, so is citizen 
pressure. Few cities seem equipped with funds or personnel to operate on the 
scale that may be demanded. Chicago is already sensing this problem without 
having actually begun operations in a renewal project. Already there is a 
clamor from organized neighborhoods desiring to be designated as conservation 
areas. Further, what will be the reaction of undesignated areas at the probable 
concentration of enforcement activities and new public works in the renewal 
areas? Obviously not all neighborhoods can be treated simultaneously or 
equally—in Chicago, for example, there are nearly 60 square miles of residential 
neighborhoods which could qualify as conservation areas. It was suggested 
that a judicious geographical distribution of projects may help here. Likewise, 
a selling point is the advantages accruing to adjacent areas through the stabili- 
zation of the project area and the fact that the service range of various new 
facilities may extend beyond project boundaries. Moreover, even if they do not, 
they may benefit peripheral areas by reducing pressure on their own facilities 
which may have been strained by use from the people who lived in the renewal 
aurea which either was overcrowded or lacked sufficient amenity itself. How- 
ever, to the suggestion that the program could be sold on the basis of the benefits 
to the whole or increased assessments in the renewed parts, it was pointed out 
that insofar as rehabilitation is concerned, this could be a two-edged sword. 
Such an argument might be a depressant to voluntary participation. The 
problem is how to sustain the high interest and support while unable to provide 
immediate municipal action and support. It represents a real dilemma and a 
problem in public relations of substantial proportions. 

{. Finally, the point was made that renewal is not essentially a project type 
of operation, but an ongoing process. Regarding a project as only the begin- 
ning—bringing an area to a desirable level—how provide the means to guard 
ugainst deterioration and to replace elements as needed over the years? Some 
mechanism, both public and private, must be created to maintain what has been 
achieved by means of the renewal project. 

In sum, the reports and discussions illustrated the extreme complexity of the 
renewal operation and served to create, among those in attendance, an awareness 
of the nature of some of the major problem areas. The sessions with the Federal 
officials, representing the Urban Renewal! Administration and the Federal Hous- 
ing Administration, were rewarding in that there was clarification of some 
Federal policies affecting renewal; and those in attendance were able to make 
some assessment of their own programs in terms of the thinking of the Federal 
representatives. 


FEDERAL PROGRAMS AND POLICIES 


The greater portion of the second day’s meetings was spent discussing section 
220 of the Housing Act of 1954, as it applies to rehabilitation and neighborhood 
conservation.’ The section 314 demonstration program was reexplained to 
clarify the rationale under which it was being administered. In addition, Federal 
thinking was elicited on sundry other particulars of renewal. 

Mr. Beverly Mason, urban renewal officer for the Federal Housing Adminis- 
tration, spoke at some length on FHA’s approach to the administration of section 


* Admendments to sec. 220 in 1955 legislation permits evaluation on the basis of replace 
ment cost for new construction but not rehabilitation. 
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290. Mr. A. Jarchow, chief appraiser for FHA, went into some further detail on 
the appraiser’s approach. 

Mr. Mason noted FHA’s lack of concrete experience in dealing with rehabili- 
tation on an area basis as is proposed under section 220. It has made a start at 
examining the problem at first hand in only two cases: Louisville and New 
Orleans. 

Louisville—in a situation as yet unresolved—represents a case history in po- 
tential problems and approach. This is an “unassisted project” (i. e., not title 
1),° involving close to 100 percent rehabiltation with some spot clearance to re- 
move nonconforming uses. It is an area of predominantly homeownership. 

The FHA approach to establishing extent of rehabilitation necessary starts 
from a city code which should not have minimum standards too remote from FHA 
standards. The idea is that people seeking FHA assistance (under title I) to 
meet code standards would be led, by the more favorable terms under 220, to meet 
FHA standards. However, this can only be accomplished when the gap is not 
too great. Thus, if it were to cost $1,000 to bring a building up to minimum 
standards, and $500 more would bring it up to standards set by FHA, the jump 
might be a reasonable one; whereas if the jump were from $1,000 to $2,000, the 
difference might be considered too great in terms of the financial resources of 
the individual and his inclination to participate to that extent. 

In the case of Louisville, FHA officials pointed out that the discrepancy be- 
tween the floor set by the city code and FHA standards was too great. This was 
construed to mean that FHA required the rehabilitated area to be raised to a 
level demanded for new subdivisions, and FHA officials were subjected to con- 
siderable criticism in the Louisville press. FHA clarified the situation by advanc- 
ing a set of minimum standards considered reasonable for this type of area and 
pointing out objectives of section 220 in FHA letter No. 111 which had been sent 
to all field directors. 

New Orleans is the second city in which FHA is studying an unassisted proj 
ect for eligibility for 220 Insurance. The problems in this area are somewhat 
different. For one thing, it is predominantly an area of rental housing rather 
than homeownership. However, FHA had not proceeded far enough for Mr. 
Mason to present any findings. 

Mr. Mason indicated that all the field offices had been apprised of both the 
general approach and various technical aspects of evaluating housing to be 
rehabilitated under section 220. The major point in the approach being that 
a structure should be judged as to its insurability in terms of its potential value 
in the area after the renewal plan had been accomplished. He also pointed 
out, on the other hand, that while all residential structures in an area approved 
for 220 were eligible for this type of insurance, each structure would have to get 
FHA approval on its own merits. Eligibility does not afford automatic 220 
mortgage insurance. 

On the matter of FHA-URA-LPA cooperation, Mr. Mason stated that up until 
final planning, the initiative lay with the local public agency as to when to bring 
in FHA for consultation to see how the area stood relative to potential eligibility 
for section 220. If the local public agency kept an eye on FHA area require- 
ments from the beginning of its consideration of an area, much future difficulty 
could be obviated, he felt. After the preliminary planning stage FHA is auto- 
matically brought in by the Urban Renewal Administration. The exact nature 
of the FHA field office relationship to the local public ageney may vary, but its 
technical approach and function has been well outlined by directives from the 
Washington office. 

Mr. Jarchow enlarged on the appraisal approach to 220. He made the follow- 
ing points: 

1. The appraisal should proceed on the assumption that the city will carry out 
its obligations under the workable program and that project plans will be com- 
pleted. In other words, the appraiser should appraise any structure in terms 
of its status in a renewal area. To make this assessment, the appraiser should 
compare values in neighborhoods which are presently equivalent to what the 
project area will be when completed. Mr. Jarchow recognized that this may 
be a difficult concept to grasp for an appraiser accustomed to conventional 
methods. 

2. The value of a property is not given by an appraiser but discovered by him. 
Value is given by buyers and sellers. The appraiser investigates their attitudes 


® See HHFA, Regional Circular No. 188, Urban Renewal, March 15, 1955. 
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toward a property (or a comparable one) and the values they put upon it. Value 
tends to increase for a property as its income or longevity is increased. 

3. The renewal plan is the major element in the creation of valne for properties 
in renewal areas. The condition of structures is secondary. The plan not only 
creates a physical environment but instills a general confidence in the future 
desirability of the area. 

t+, Adequate code enforcement is a crucial factor in the plan. Its function 
is to serve as “a catalyst to start a chain reaction to rehabilitation” in the 
manner indicated by Mason. In addition, it must act to remove profit from slum 
operations and remove other value-destroying elements from the neighborhood. 
5. FHA advances no specific requirements of genera! application for rehabili- 
tution. These will vary from city to city. The main point is that these require- 
ments will be designed to conform to the general objectives of FHA requirements. 
These, in essence, deal with the marketability of the property over a substantial 
period of years. There must be a perceptible advantage accruing to a property 
through rehabilitation and the reasonable assurance that the investment in 
ehabilitation will be recaptured. An increase in area improvements and serv- 
ces alone can enhance the value of a property which is why the renewal plan 
s vital. The combination of area and property improvement should make for 

major increment in property value. 

There followed an extensive question and answer period and discussion of a 
itiscellany of questions relating to section 220 and FHA procedures. 

1. In answer to a question on how far 220 extends in the direction of mortgage 
re inancing, Mr. Jarchow replied that it does not extend to the case where 
refinancing alone is sought. At least 20 percent of the loan sought must be for use 
n rehabilitating the property. This 20 percent figure is flexible and could be 
hanged, however. Further, FHA can insure only first mortgages, so all inter- 

ening encumbrances must be retired. When property is held on a land contract, 
it must be retired, but this can be done with the new mortgage. 

2. Mr. Mason pointed out as an additional service of FHA to renewal areas, 
the determination of the economic feasibility of rehabilitation. This is done 
on the basis of a selection of typical structures which are appraised as they 
stand and as they will be after rebabilitation. This sampling is then extra- 
polated to asSess the effects of rehabilitation on the whole area. This can only 
vive a general picture, but shortage of appraisal personnel allows only these 
sample appraisals. 

3. A question was raised as to the term of 220 mortgages, as to whether FHA 

nd the Urban Renewal Administration were thinking only of areas where 
rehabilitation would extend the life of structures to the point where FHA could 
insure mortgages on them to the full 30 years allowable under section 220. 
(or did they think also in terms of areas where 10 to 20 years was the best that 
could be hoped for? No one has explored the implications of this yet, but Mr. 
lollin thought that a realistic approach called for flexibility in the use of section 
220. However, Mr. Jarchow felt that if the term were shortened below 15 years, 
it would indicate deficiencies in the renewal plan and FHA would most likely 
he reluctant to approve of such a project. Mr. Jarchow emphasized that mar- 
ketability is the crucial point in ascertaining whether a structure qualifies for 
HA insurance, and obsolescence is a major factor in determining marketability. 

But, it was asserted, this left something of a gap in the program, one that 

as already felt. What is to be done for those areas not quite ripe for clearance 

ut which cannot be saved or conserved to any appreciable degree? There 
seemed no apparent answer to this problem except perhaps the creation of a 
iew program. In another context, Mr. Follin had noted that available Federal 
resources were not sufficient to solve all the renewal problems of a city, and 
it was up to each city to allocate its share of these resources in the most judi- 
cious manner. This he noted was the reason why the area survey and Classifi- 
ation of areas was so important. It may be that this gap must be filled by 

purely local program—perhaps a well-planned enforcement program, geared 
to the needs of such an area, to make it more livable until such time as clearance 
is feasible. 

4. Inasmuch as both title I and 220 assistance are directed only to deteriorated 
or deteriorating areas, it was asked whether this had to apply to the whole of 
i renewal area. Mr. John Shively, of the Urban Renewal Administration, spoke 
to the effect that a whole area is assumed. to be deteriorating if there is some 
deterioration, but called attention to local public agency letter No. 45 for the 
Variety of circumstances under which the Urban Renewal Administration would 
consider an area to be deteriorating. 
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5. In Louisville, FHA and the Urban Renewal Administration set a require- 
ment that at least two-thirds of the properties in the renewal area lend them- 
selves to rehabilitation. It was admitted, however, that there was no way by 
which it could be guaranteed that two-thirds of the properties actually would 
he rehabilitated. Nevertheless, this raised some further considerations for the 
Federal agencies; first, of course, the difficulty of setting a hard and fast pro- 
portion, such as the two-thirds for Louisville for all renewal areas for which 
220 insurance might be sought. Second, however, is a more complicated problem ; 
at what point is a renewal plan accomplished insofar as rehabilitation is con- 
cerned; and, as a corollary, at what point might eligibility for 220 insurance be 
withdrawn, either because the project is accomplished or because it is decided 
that the plan cannot be fully carried out? Mr. Shively pointed out that whenever 
subsequent congressional or administrative changes have occurred, outstanding 
commitments have always been recognized by Congress. Presumably, he noted, 
220 insyirance, already authorized for a renewal project which was under way 
would constitute such a case. Nevertheless, the question of a breakoff point 
for renewal projects of the conservation-rehabilitation type may raise some very 
real problems in the future, given the ongoing nature of conservation. 

6. To the question as to whether the costs to the locality of promoting voluntary 
participation (i. e., voluntary rehabilitation) might be legitimately considered 
as part of gross project costs, Mr. Follin replied that this seemed both reasonable 
and possible. Such attitude seems to offer further assistance in one of the most 
difficult phases of the renewal program. However, just what elements might 
be included under this heading was not specified 

Mr. Gilbert Barnhart of the Urban Renewal Administration, assisting in the 
administration of section 314 testing and demonstration program, undertook to 
report on the approach and progress of that program. Thus far only a few grants 
have been approved.® 

It was Mr. Barnhart’s feeling that many of the problems were better approached 
on a national basis, but the terms of 314 made it mandatory to award grants to 
local public agencies. Therefore, the Urban Renewal Administration has been 
soliciting proposals from the municipalities, hoping to see a pattern out of which 
could be developed a network of related reports from the various cities. Also 
program gaps could be isolated and problems of really general applicability could 
be delineated. 

One problem slowing down the 314 program, according to Mr. Barnhart, has been 
the fact that 314 only bears two-thirds of the cost of a demonstration project. 
One-third is a local responsibility, and there has been a display of some reluctance 
on the part of many municipalities to allocate funds for such purposes. 

Mr. Barnhart revealed that grants that have been awarded so far have been 
given tentatively on the basis of proposals to investigate. That is, the concrete 
steps in carrying out the demonstration problem have not been detailed in advance. 
When they are, the actual future of the project (in terms of 314 support) is 
determined. : 

It was suggested that the National Association of Housing and Redevelopment 
Officials committee on conservation and rehabilitation revive its subcommittee on 
section 314 to stimulate activity and to assist Mr. Barnhart in developing the 
coordinated program which he had indicated. 

Some suggested 314 projects were proposed in the ensuing discussions : 

1. Standardized reporting and statistical techniques for rehabilitation. (See 
above. ) 

2. Evaluation techniques for determining feasibility of certain standards of 
rehabilitation on the basis of the existing condition of structures. 

3. Development of a manual for the rehabilitation of various type structures. 

4. Techniques for the development of citizen participation and community 
organization for urban renewal with a system of evaluation for such activities. 
5. Relocation techniques and evaluation procedures therefor. Exploration of 
various type relocation problems—e. g., the relocation of indigent or “problem” 
families. 

6. Techniques for employing renewal resources in a manner to affect the housing 
market for minority families—i. e., alleviation of the shortage of minority hous- 
ing supply. 

7. Development of standards for community facilities and techniques to test 
their economic and social effects on an area. 





*As of September 1955: for Boston, on citizen participation; St. Louis, conservation 
of ind»strial areas; New Orleans, development of citizen technical advisory board on 
rehabilitation. 
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CONCLUSION 


The meetings had been undertaken with two major goals in mind: 

1. Define more precisely common problem areas for more detailed study. 

2. Achieve some clarification of Federal requirements and policies. 

A modicum of success was achieved for both goals, for it is certain that if 
more questions were asked than were answered, nevertheless the questions were 
very real ones. Moreover, it is an elementary principle of logic that before a 
problem can be solved, it must be recognized as a problem. It was clear from 
the discussions that many of the problems which had been encountered by some 
of the municipalities had yet to be faced by others as well as by the Federal 
agencies. While it is too early to tell, perhaps, it may be that a good share of 
potential grief may be obviated by some prior thinking by both Federal and local 
officials on various of the issues raised at these meetings. 


Mr. Rarns. The next witness is Mr. Joseph Merrion, of the home 
builders. 

Would you have a seat, Mr. Merrion, and identify yourself. 

Do you have copies of your statement ? 

Mr. Merrion. Copies are being provided. I don’t have them with 
me. Qur secretary will have them during the course of the meeting. 

Mr. Rarns. All right, you may proceed. 


STATEMENT OF JOSEPH MERRION, CHICAGO METROPOLITAN HOME 
BUILDERS ASSOCIATION 


Mr. Merrion. My name is Joseph E. Merrion. I am a Chicago 
builder. I am not an economist. I am a past president of the Chi- 
cago Metropolitan Home Builders Association, and of the National 
Assocration of Home Builders. 

The offices of our Chicago association are across the street here at 
130 West Randolph Street. Our organization covers Chicago and 
the northern Illinois counties of Cook, Lake, and DuPage. This area 
has a population of approximately seven and a half million people. 

Our association has a membership of 1,200, which includes active 
builders and industry associates. Our membership is responsible for 
more than 80 percent of the housing construction in this general 
area. 

You have undoubtedly heard statistics about Chicago, but we are 
voing to go into just a few that may have been repeated. 

Chicago is unique in that it is the one large city in America that 
still has a strong market for new housing. As Mr. Downs has stated, 
it has the lowest apartment vacancy rate among large American cities. 
Also only 15 percent of the veterans in the Chicago area have used their 
GI benefits. This compares to a 21 percent national average. The 
vetel ran population is approximately 650,000, and there are still over 

i half million veterans in the Chicago area who have not taken ad- 
vantage of their GI benefits. 

Chicago’s overall industry is thoroughly diversified, and has not 
suffered the pains of quick expansion and contraction. We were far 
behind the major cities in the production of houses in the years be ve e 
the war, but our housing market has expanded since, slowly but 
firmly. 

I have appended to my statement here figures showing the de- 
velopment of housing in Chicago and the suburbs from the beginning 
of 1945 up to the present month. I won’t read them. 
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Mr. Ratns. They may be included in the record following your 
statement. 

Mr. Merrion. Thank you. 

The range in the area is from 8,470 houses in 1945 to a present figure, 
including October of this year, of very close to 40,000. We are still 
third in the Nation in volume of home building, as Los Angeles is 
first and the New York area is second, but we are being visited daily 
by visitors from New York and California who gaze with envious 
eyes on the depth of our untapped housing market. Any housing 
market is directly related to the availability of mortgage financing. 

As you know, Illinois is one of those States with very cumbersome 
mortgage foreclosure laws and procedures which has limited the sup- 
ply of mortgage capital available here. The whole flavor of the 
home-building industry in this area has been one of conservatism. 

Mr. Barrerr. May I ask you a question? What is your percentage 
of GI foreclosures ? 

Mr. Merrion. I don’t have that figure. We have never found a 
need here generally in the city of Chicago for no-downpayment loans. 
We do find, however, that since the regulations were issued that the 
elimination of no-downpayment loans has upped the requirements in 
our area to the point where lenders who were glad to get 5-percent 
downpayments now require 10 to 15 percent because the 5 percent GI 
is looked upon now as the no-downpayment loan was looked upon 
previously. The restraints put on by the Federal Reserve and home 
loan bank have led most of the financial institutions, banks, and 
savings and loan institutions to cease taking applications generally for 
future commitments. 

The new housing market has been dampened by these restrictions 
more than the builders, because the builders have arranged their 
financing over a long period of time, and for a large number of units, 
but the purchaser of a new house very often goes into the deal feeling 
that he can sell liis house, or feeling that the loan that is available for 
his house will be available when his house is completed, and is ready 
for closing, and it has happened here that many of those buyers have 
been caught short and been unable to get the financing. Because of 
this, and because of the general fear of the future, the builders who 
are working out their previous commitments now must have con- 
siderable clearing of the air in the field of financing before they can 
go ahead with their new plans. 

In the Chicago land area somewhere over 40 percent of the new 
loans are financed by loans insured or guaranteed by the Federal 
Housing Administration, or the Veterans’ Administration. Our 
local FHA office is efficiently run, and its cooperation with our in- 
dustry is at present on a high level. Budgetary limitations, however, 
do not permit the local office to hire and train sufficient personnel to 
meet their present workload. We urge you that consideration be 
given to the honest needs of this self-supporting agency. 

The same general problems occur in the local loan guaranty office 
of the Veterans’ Administration. Our committees have worked well 
with this office to iron out differences, but processing time is still from 
31 to 39 days when it could be, according to their representatives, 18 
or 19 days if the office were properly staffed. This office covers a 
wide territory. I think it is some 400 miles, and the personnel needs 
have not been met to keep pace with the tremendous increase in work. 
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I think that their personal increase was around 20 percent, and I 
think that the increase in workload was somewhere over a hundred 
percent. 

The home building industry is deeply interested in addition to the 
new housing market in all programs, for the conservation and rede- 
velopment of our cities. Individual home builders are anxious to take 
a leading role in that activity, especially under the new FHA section 
220 and 221 programs. To date, however, these new programs have 
remained largely confined to the planning sections of the Government 
agencies, and have not reached the point, at least in this area, for 
active participation by interested individuals in the industry. The 
attempts that have been made by our members to move into the fields of 
rehabilitation, minority housing, and urban renewal, have been met 
with the most frustrating tangle of confusion and lack of direction. 

There are examples of that, but I won’t take the time of the com- 
mittee to give them. 

There have been attempts here to build minority housing. There 
have been attempts to rehabilitate some of the bad slum areas down 
in the lower section of the city. Our association as long as 4 years 
ago presented plans to the city and to the land clearance commission, 
for the orderly redevelopment of these areas, redevelopment that 
would have taken place under our plan with a minimum of dislocation, 
but we are probably too impatient to hang around for 4 years to wait 
for them to pick up cur plan and start to work with it. 

Now, that is all of my statement. The Chicago Association which 
I represent is affiliated closely with the National Association, and I 
feel sure that detailed recommendations on these sections of the hous- 
ing laws will be submitted for your consideration by our national 
association in the next session of Congress. 

I wish to express our appreciation for this opportunity to appear 
before your committee, and assure you of our desire to cooperate with 
you in every way that we may insure a most constructive housing 
program. 

Thank you very much. 

Mr. Rarns. Thank you very much, Mr. Merrion, and when we re- 
turn to Washington in January we expect to give opportunity to rep- 
resentatives of the hosuing industry, and all of the national organiza- 
tions to give their views on this subject. 

I have only one question. I was a bit surprised to hear that whereas 
the national average of GI’s who have utilized their GI bill is, I am 
informed, about 21 percent, here in Chicago only 15 percent. Is that 
brought about by virtue of the fact that Chicago builders and people 
who finance the loans haven’t been giving no-down payment loans to 
GI’s¢ Does that account for that variation / 

Mr. Merrion. That may be a factor. I would think that the factor 
that has held Chicago back has been the fact that we were very slow in 
getting started. Perhaps conservatism in our agencies, perhaps con- 
servatism naturally here, but we did build a very small volume of 
housing during the late thirties. When we were buiding six or seven 
thousand houses here a year they were building 85,000 in Los Angeles 
County, so it took us a while to catch up. And I think that is largely 
the answer. 

Mr. Apponizio. Do you find that the veterans do have the down pay- 
ment that is necessary ? : 
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Mr. Merrion. I would say with qualification. We have never had 
any trouble selling veterans houses for 5 percent down except in the 
so-called minority groups. 

Mr. Ratns. Is there still a demand and market for houses in 
Chicago ? 

Mr. Merrion. I would say there is a strong demand, a strong 
market. 

Mr. Rarns. Well, is mortgage money available for the purchasers 
with which to buy those houses ? 

Mr. Merrion. I think in my statement I said that most of the banks 
and savings and loan associations have ceased to take applications. 
It is very difficult to get a loan on an existing house, and it is very dif- 
ficult to get a commitment for a new housing project. 

Mr. Rarns. Any questions? 

Mr. Barrerr. Mr. Merrion, do you know the percentage of fore- 
closures here in Chicago since the expiration of the Korean emer- 
gency / 

Mr. Merrion. I know it is very low, Mr. Congressman, but I don’t 
have the figures. I don’t know whether there is any representative of 
the Veterans’ Administration here, but I just don’t have that. 

Mr. Downs informs me it is below the national average. 

Mr. Barrerr. Can you just tell us this one thing: What percentage 
of the veterans have paid off their mortgages up to this point? 

Mr. Merrion. I just don’t have those figures, but in one area we 
built some 2,000 houses, most of which were owned by young veterans, 
and in that area I think that the foreclosures or their difficulties or 
their defaults have amounted to a little over 1 percent, and all of them 
have been cleared up. 

Mr. Barrerr. Would you say a very small percentage of those who 
have taken no down payment have walked out of their obligation ? 

Mr. Merrion. I would say less than ordinary low credit default 
percentage. 

Mr. O’Hara. I am interested in that segment of our population that 
is unable financially to acquire new houses. What percentage of the 
population of Chicago would you say is in the financial class unable to 
purchase new housing? 

Mr. Merrion. I don’t think that I have figures that would answer 
that question. 

Mr. O'Hara. Well, would it be, say, 30 percent ? 

Mr. Merrion. I just couldn’t answer. 

Mr. O'Hara. Well, if it is 30 percent, or if it is less or more, there 
is that segment of our population that is unattended to by the present 
housing supply. Would that bea correct statement ? 

Mr. Merrion. Well, isn’t it true that we have something like a 
million or so housing units in the city of Chicago that have been in 
existence here for a long time, and it was never our idea that you had 
to build new housing for everybody. It just isn’t everybody. We 
build a certain percentage of replacement housing, but the great mass 
of housing is still here. 

Mr. O’Hara. T am sure that we all have the same hope, at least, that 
we can bring decent housing within the reach of all of our people. 

Mr. Merrron. | agree with that. 
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Mr. O'Hara. That is our objective. I know what a fine job you 
have been doing. Don’t take this as a criticism of what you have done. 
We merely are exploring possibilities. 

Is your organization studying new techniques in housing that, in 
the net too distant future, housing may be produced to meet the 
pocketbooks of those in this group unable to buy or rent at the present 
figures ¢ 

Mr. Merrion. I would just like to say something there that may be 
interesting to you. The cost of housing now in relation to the value 
of the dollar is less actually than it was in the thirties and the twenties, 
and the main problem, the problem that I find—now I am building a 
house now at the lowest figure that is being offered in this area for 
minority groups, I am offering a. three-bedroom house that people can 
buy for $69 a month, a three-bedroom house with a nice bathroom, and 
a nice kitchen. I know that a lot of these people are paying rents 
that are in excess of a hundred dollars for much poorer quarters. 

Now, the thing that we are finding out, and I think this is inter- 
esting, is that the level of earnings of these people is much lower 
than any statistics that I have been able to put my fingers on have 
ever taught me. In other words, most of the people that we get say 
that they make $60 a week, and that certainly is below the national 
average of weekly wages, isn’t it ? 

Mr. O'Hara. Well, we are going into a very interesting field, but 
our chairman is making a world’s record in keeping to the schedule. 
He has just whispered to me that we have 5 seconds until our sched- 
ule is up, and Congressman Barrett has one question he wants to ask. 

Mr. Barrerr. I was wondering whether the houses being built 
today have the same durability as those built in the twenties and 
thirties ¢ 

Mr. Merrion. I would think that they would have greater dura- 
bility because they are the product of improvements both in products 
and in methods, and we have the benefit of greater research institu- 
tions who have contributed time and money to the development of 
sturdier materials. 

Mr. Rains. Dr. Talle? 

Mr. Tate. Mr. Merrion, you made an interesting point when you 
stated that only 15 percent of our veterans in Chicago have made use 
of their GI loan opportunities. When you mentioned Chicago in 
that sentence does the name “Chicago” embrace all of the communities 
outside of the city proper where people live, and by means of rapid 
transit come to work in the city? Are you including those outside 
communities in the 15 percent ? 

Mr. Merrion. Yes, it includes the Chicago area. 

Mr. Tanzie. The greater Chicago area? 

Mr. Merrion. The greater Chicago area. 

Mr. Rarns. Thank you very much, Mr. Merrion, for appearing. 

The next witness is Mr. Philip M. Klutznick. 

I understand you have an appointment at 12 o'clock, and we do, 
too, so if the members will remember that we have 25 minutes in which 
to diseuss this very good project we have heard about. 

Will you identify yourself for the record and proceed. We are 
glad to have you. 
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STATEMENT OF PHILIP M. KLUTZNICK, AMERICAN COMMUNITY 
BUILDERS, INC., PARK FOREST, ILL. 


Mr. Kuurznickx. Thank you, Mr. Chairman. My name is Philip 
M. Klutznick, and I am chairman of the board of American Com- 
munity Builders, Inc., Park Forest, I1l., and president of Old Orchard 
Business District, Inc. That is the extent of my present building 
activities. 

I have no prepared statement, Mr. Chairman, and members of the 
committee. If you desire, I will make a preliminary observation and 
then you can question me. 

Mr. Rains. We have you down here to discuss the general housing 
problems, so we will be glad to hear from you on that. 

Mr. Kiurznickx. Thank you, sir. 

I understand that this committee has been concerned with various 
aspects of the housing problem, including mortgage credit and other 
aspects that may or may not result in the proper production or ade- 
quate production of housing in the United States. 

Now, it is my judgment, gentlemen, members of the committee, 
that mortgage credit is only one aspect of the problem. I think with 
respect to mortgage credit it has been quite clear that mortgage credi 
for housing does not exist in a vacuum. As regular yield rates vary, 
rates with respect to mortgage credit tend to vary. Where interest 
rates are fixed, that variation reflects itself pretty much in terms of 
either premiums or discounts, and in the last decade we have seen 
pretty much of both, more recently discounts. When money was a 
little looser there were as much as 4-point premiums. In my judg- 
ment, neither condition is a completely wholesome one. Excessive 
premiums or excessive discounts are destructive to a proper planning 
and proper level of operations for the man in the field. He gets 
the benefit of a premium, but when he wakes up some day he suddenly 
has to pay a terrific discount, and he has lost his benefit, and he has 
paid taxes on his benefit, and cannot very well deduct the loss on the 
discount. 

This is a result of a practice which the Congress has over a period 
of years endorsed, and which is now an accepted practice in the busi- 
ness. If you fix an interest rate against a varying money market, 
and you fix it by law, you must expect, as I say, premiums or dis- 
counts, particularly if you don’t provide a secondary market, or some 
place that can absorb the shock. 

The important question, it seems to me, does not relate itself alone 
to mortgage credit. The business of establishing the housing goal, 
and Congressman O’Hara expressed my goal when he said it is to 
achieve a decent home for every family that w ants one, the business 
of establishing such a goal and treating it only in terms of figures is, 
in my judgment, a mistake. Everybody seems to think that if we 
build a million heuses or 1,200,000, or 1,400,000, or one and a half 
million houses a year over a given period of years it will provide a 
decent home for everybody that wants one. I don’t believe that. I 
believe that if it is treated as a general goal that sooner or later it 
will fall on its face. 

Let me explain what I mean. When we started out with a goal 
of 1,200,000 to 1,500,000, and I must say perhaps parenthetically that 
I recall in 1945 when there were a lot of people saying that a million 





INVESTIGATION OF HOUSING, 1955 149 


liouses a year would be just too many for America to attempt to build, 
and some of them have more recently come out and suggested that 
maybe a million and a half is a better goal. I don’t know which is 
the better goal. I am certain that 1,200, 000 to 1,500,000 is obtainable 
and producible, given the proper conditions. 

Now, what are the proper conditions! One, mortgage credit in- 
deed, but mortgage credit that is attuned to stimulate the needs that 
exist at a given time, the meeting of the needs that exist at a given 
time, 

In 1946 and 1947 mortgage credit that provided two bedroom homes 
was a very desirable thmg. Mortgage credit that overstimulates a 
2 bedroom home market in many cities today is a very bad thing 
because, as a matter of fact, today your 3-bedroom house and some 
3-bedroom houses are merely 2-bedroom houses with a third bedroom 
provided with the same space, your 3-bedroom house is your minimum 
market, and there is a growing need for a 4-bedroom house. 

By the same token, mortgage credit that stimulated a vast amount 
of apartment building in 1947, 1948, and 1949, and 1950 was a good 
thing. Today the apartment house needs are more selective. ‘They 
are not gunshot needs like they were in that period of time. They 
are needs primarily for certain large metropolitan centers that haven't 
met their need yet like New York. In a measure they are needs for 
a certain type of apartment in Chicago. 

There are, however, very definite needs to make 220 or its equiv alent 
work if we are to er tong every city, and there has to be steps taken to 
stimulate that. I don’t believe in shotgun goals, and I am certain 
the Congress has demonstrated by its repeated investigation and ex- 
amination into the housing program that it wants to bring itself up 
to date. 

Minority housing, which we talk about, we haven't solved it. Itisa 
problem of many factors. Joe Merrion properly says part of it is a 
problem of income. Increasingly in almost every income it is a prob- 
lem of land, places where you can put it, in a way that will make it 
competitive with existing bad housing which is more convenient and 
more available to members of the minority races. 

A person who is classified minority for the purposes of statistics is 
no different a human being from anyone else. He wants schools, he 
wants community facilities; he wants access to employment, and he 
needs the land as much as someone else. 

I think probably the greatest incipient or potential barrier to good 
lousing production in the immediate years ~*~ ad in many places in 
the United States will be none of these things. Probably it will be the 
question of providing land with adequate community facilities avail- 
able to schools. Land prices have skyrocketed in one community after 
another. When you have a clay area like Chicago septic tanks are 
not the answer to easy provision of lots, and if they are you put them 
on large pieces of land, and with land costing what it does I am not 
sure that it is good economy, quite to the contrary. We don’t build ex- 
cept with sewer installations, and when you have to provide sewage 
disposal plants, and you have to provide water systems and schools 
which increasingly has become the burden of one builder after an- 
other, the whole problem of land production is beginning to be the 
inajor barrier to the maintenance of a high level housing production, 
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and I find that not alone in the Chicago area but I find it in many 
places. 

Now, gentlemen, I have made a brief statement off the cuff, as it 
were, and perhaps since time is passing I should stop there and answer 
what is on your mind instead of trying to tell you what is on my mind. 

Mr. Rains. That is a very fine statement, Mr. Klutznick, and we 
would like to ask you a few questions. 

Mr. Kuurznickx. Thank you. 

Mr. Rains. First of all, 1 was interested in the statement you made 
about the burden that is now on the big tract builder who builds in 
suburbs to the metropolitan cities, and smaller cities, too, for that 
matter, in America, the burden of providing the facilities such as 
sewers and water, and so forth. 

In the light of the fact that the average American city is in a seri- 
ous financial plight do you think that the cities, themselves, can con- 
tinue to provide the sewers and all of that in the far-reaching subur- 
ban developments which are of necessity going up in this country ¢ 

Mr. Kiurznicx. My categorical answer to that is “no.” 

Mr. Ratns. Do you think, then, that it is essential that all plans 
for building, both from the legislative standpoint and the builders’ 
standpoint, envision the program of the builder furnishing those facili- 
ties in the suburban building that is going on ?¢ 

Mr. Kiurznicx. In our instance, sir, we assumed that responsi- 
bility and discharged it. We had a long-term goal, and we had a whole 
community that we were building. I think in the case of the average 
builder, and I excluded from that the large-scale developer, this is an 
unconscionable burden, and one that he can hardly carry, and the 
mass of housing production in the United States, I hope, will continue 
to be the product of many, many little builders instead of just a few 
large builders. I think what is needed is a recognition that when 
usable land has run out, and it has, not only in small cities but in large 
cities, and it will take a long time to provide some through the urban 
renewal or redevelopment program, that perhaps some peacetime ap- 
proach similar to the wartime Lanham community facilities act is 
indicated with some recoupment—not some, perhaps a hundred per- 
cent recoupment, if possible, over a period of years. 

Mr. Rarns. In other words, there, of course, is a provision in the 
present Housing Act, and has been for some time, but which has never 
been implemented by the Congress very much, known as the Com- 
munity Facilities Division, and what you are saying now is that 
the time has come if land continues in short supply where an essen- 
tial ingredient to a good housing bill will be a strong provision on 
community facilities so that cities can provide those ? 

Mr. Kiurznick. Sir, I say the time is perhaps past due if you are 
to make it effective. You and I know that it takes 2 or 3 years from 
the time any act is adopted to make it meaningful. 

Mr. Rarns. Well, over the years past we have been concerned with 
the blight of the cities, because the State and Federal Governments 
invade the large areas of taxation, and the cities have been left to per- 
form the major services. So if we are to provide complete housing 
we must provide some kind of loan or something of that sort to the 
builders so that we can have these facilities. 

Mr. Kuurznick. I would say it would even be necessary for some 
tract builders, and in community facilities I include schools. 
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Mr. Apponiz1o. Mr. Klutznick, I was particularly interested in your 
statement where you said the minority needs for housing of the people 
of this country have not been met. I was wondering if you have any 
concrete suggestion to offer this committee ? 

Mr. Kiutznick. Well, one moves into such a field with a great deal 
of reluctance other than to express experiences. In my judgment, 
there are several things essential to attack the problem. No. 1, 
whether we like it or not, and I speak as a private developer who once 
served as a Commissioner of the Federal Public Housing Authority, 
the continuance of the public-housing program to meet some elements 
of that need is vital and essential, and I have heard no better testimony 
in that regard than my good friend Joe Merrion’s statement with re- 
spect to the income problem. 

Secondly, the urban renewal program must move slowly, of neces- 
sity, and it must move with regard to this need being an essential 
part of the relocation problem which is almost always involved in 
most communities with the minority housing problem. 

Third, the community facilities bill, the community bill or project 
which I suggested ought to provide stimulous for the opening of new 
and desirable land for this kind of development. I happen to know 
what Joe Merrion went through working with the State housing 
hoard, of which I used to be chairman, in order to get a piece of land 
in which to engage in the activity in which he is presently engaged, 
and a half a dozen times Joe was ready to quit, and I didn’t blame him. 
There just wasn’t land available. 

No. 4, the gentlemen who provide the money sooner or later are 
going to have to realize that that money must be provided on the 
same terms and same conditions that it is provided for to meet the 
other essential housing needs. 

Now, those are the only things that I can say at this moment. 

Mr. Ratns. Thank you. 

Mr. O'Hara? 

Mr. O’Hara. I remember very pleasantly back in 1949 you told 
me that you had produced houses to sell at the lowest figure of any 
comparable houses north of the Mason-Dixon line. 

Mr. Kuivrznick. Producing rental housing at the least rental cost. 

Mr. O'Hara. I was concerned then as you were in getting housing 
down to the financial means of our people. And I remember you told 
me you were producing houses in your area at $8,500, two-bedroom 
houses. Is my memory correct on that? 

Mr. Kuurznicx. I think it is slightly off. I think what I told you 
was at that time that the cost of the dwelling units—we were in rental 
housing alone at that time, Congressman O'Hara, as you will recall- 
the rental unit itself, exclusive of the land and the community facil- 
ities, was in the neighborhood of $9,000. When you include the rest 
of it, it goes up. 

Mr. O'Hara. Now, has the cost gone up considerably since that 
period 6 years ago? 

Mr. Kiurznick. Yes, it has, and I must say that it is not altogether 
shown or reflected in the sales price. The difficulty with our business, 
like everybody else’s business, is that you take 2 steps forward and 3 
back. You just about achieve one economy when there is a new level 
of what people call inflation. 











152 INVESTIGATION OF HOUSING, 1955 


Mr. O’Hara. What is the population of Park Forest now 4 

Mr. Kiurznick. Twenty-six thousand, approximately. 

Mr. O'Hara. As I recall, 6, 7, or 9 years ago it was farmland. 

Mr. Kuurznicx. That is correct. 

Mr. O’Hara. And you have schools and everything that goes with 
a community of 26,000 4 

Mr. Kuurznwick. That is right. 

Mr. O'Hara. Now, I remember I talked with you at that time about 
the late twenties and I asked you what protection you were taking 
against such a calamity as we had then, and your answer was, as | 
recall it, that you had your business properties, they were held by one 
corporation, and the residential property was held by another corpora- 
tion with a working arrangement so that in the event of inability of 
home tenants to meet rent payments there would be some cushion in 
the rentals coming from this business property. 

Does my memory serve me correctly ? 

Mr. Kiurznick. I made a profound impression. That is substan- 
tially correct. We were organized so as if one did not pay we would 
be able to protect ourselves with the other; that is correct. 

Mr. O'Hara. From you wide and rich experience you are antici- 
pating that not probably but possibly there might come a time when 
the market for residential property might be rather shaky ¢ 

Mr. Kuurznick. I think that is good caution at all times. 

Mr. O'Hara. Time is running out. 

Mr. Ratns. We would like to talk with you a long time, but because 
of your commitments and ours, too, we cannot. We appreciate you 
coming very much, and we realize that the contributions you have made 
to housing has been a great one. Thank you very much. 

Mr. Kiurznicx. Thank you very much. 

Mr. Ratns. I want to express my appreciation to my colleagues. 
We will be back at 2 o'clock. The committee stands in recess until that 
time. 

(Whereupon at 11:55 a. m., the subcommittee recessed until 2 p. m.) 


AFTERNOON SESSION 


Mr. Rains. The committee will please be in order. 

The first witness this afternoon is Mr. F. Kramer, president of 
Draper & Kramer. 

Come around, Mr. Kramer. We are glad to have you with us. 

Will you state your name and business connection for the record, and 
you may proceed. 


STATEMENT OF F. KRAMER, PRESIDENT, DRAPER & KRAMER, INC. 


Mr. Kramer. Mr. Chairman and members of the committee, my 
name is F. Kramer. I am president of Draper & Kramer, a firm that 
has been in the real estate and mortgage banking business for 62 years. 
I have been with the company for 33 years. 

I understand that you would like to have testimony from me in 
regard to section 220 under the National Housing Act as amended. 
] will therefore limit my remarks to that section, plus a suggestion 
regarding administration of the general HHFA and FHA operations, 
both on the national and district levels. 


pl 
to 
bi 





INVESTIGATION OF HOUSING, 1955 153 


The purpose of section 220 is, of course, to help rebuild the blighted 
areas of our cities. In my opinion it is an excellent vehicle and can 
provide rental housing for these outmoded areas and would thus help 
to rebuild the sagging tax base of our cities, help bolster our central 
business district, and help stem the flight to the suburbs. 

Unfortunately, neither the builders, the local representatives of land 
claims agencies, nor Federal agencies have found the way to make 
it function. By the very nature of the act, whose purpose is to revive 
depressed areas, the obtainable rentals at least in Chicago are limited. 
The rental market would, of course, vary from location to location. 

I think I can be most helpful by citing a specific case. 

I have been working on a redevelopment project immediately ad- 
jacent to to Michael Reese Hospital for a good many years. It is my 
opinion that rentals in new multistory buildings in this area cannot 
be over 28 or 29 dollars per room. Under existing FHA procedures 
any application under section 220 must be processed with the reduc- 
ing-payment basis for debt service. The loan would probably be 
limited to about 30 years. With this relatively high debt service and 
with today’s high construction cost, tax rates, and operating expenses, 
it would be impossible to meet expenses and debt service at a rental of 
>28 or $29 a room. 

To make section 220 function, at least in Chicago, you must have a 
level-payment basis for debt service of 39 or 40 years. I have talked 
with the FHA in Washington about this matter, and there is every 
indication that they will waive the regulation in order to make this 
possible. However, I do not as yet have a firm commitment from them 
in this regard. 

(Quite properly, the local FHA office follows the existing regulations, 
and what is needed is a change to allow the level-of-payment basis 
for debt service over a longer period. Iam well aware that the theory 
behind this requirement for the reducing-payment plan is to provide 
more rapid reduction of mortgages when the buildings are new. This 
isa Secahin objective but when the theoretical and the practical con- 
flict you have to resolve them in 1 of 2 directions: Do you want to follow 
strict academic theory and probably forfeit the opportunity to re- 
build our slum areas, or do you seek a practical solution which will 
obtain housing through realistic concessions ? 

By following the latter course, you solve the major housing crisis 
in our slum areas, and this is a small price to pay for such accom- 
plishment. 

At this point I should like to put in a real plea for liberalization of 
section 220, as I have suggested. 

Slum areas are not static. No good area in the city is safe as long 
as any slums exist. Public housing, of course, is one solution, but it 
would be folly to look upon it as the solution, the sole solution. If 
city decay is to be halted, it will only be done by joint action of private 
builders and the Government. Private enterprise would accept this 
as a challenge, and as an opportunity but it cannot do so when rentals 
are out of the range of the people who will occupy the housing. 

Under section 220 a loan of 90 percent of the cost is permitted, but 
the limitation of $8,400 per unit in a high-cost area such as Chicago 
may well result in the loan being only 80 to 85 percent of the cost of 
construction. It is essential that the cost factors used for appraisals 
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be entirely realistic and that housing unit ceilings be in keeping with 
the actual cost levels of the area. Certainly in Chicago we cannot get 
along with the amount anticipated by the act, that is, 90 percent. 

One hope of preventing the growth of slums is to remodel and 
rehabilitate apartment units and housing areas that will become slums 
unless some drastic action is taken. 

Under section 220, funds could be made available for this type of 
rehabiliation program. Many areas have apartments which are 
sound in structure, with long use ahead of them provided a sound 
modernizing planned job is done. This is a segment of the program in 
which some experimentation should be made. All too little is known 
about the possibilities. One thing is certain, however. That is that 
long-term remodeling loans must be made in order to make them prac- 
tical. 

I am frank to admit that this is a part of the program in which I 
have had little personal experience. 

I should like to dwell for a few minutes on several existing pro- 
cedures under FHA loan processing, which have discouraged and in 
many cases prevented builders and investors from participating in the 
220 program. One of these is the use of form 25-7, commonly called 
the previous participation certificate. Under the requirement a con- 
tractor or an investor who had participated in a 608 project, which 
project had not filed a cost questionnaire, can now be prevented from 
having his case processed. I am sure there could be cases where an 
applicant for an FHA loan under 220 was only 1 of many investors 
in a previous 608 deal and neither had nor could obtain the information 
to answer the cost questionnaire. 

The use of this certificate has prevented people who are the logical 
developers of new FHA rental housing projects from participating in 
the program. It imposes a requirement which in many cases they are 
unable to meet through no fault of their own, and further, it does not 
rectify an error which was committed 4 to 7 years ago. I think that the 
slowness of the flow of information from Washington to district FHA 
offices greatly hampers the program. I can cite one experience which 
I had where the HHFA was prepared to approve a local land-clear- 
ance project, but the local land-clearance commission could not get 
approval because of a regulation which required that the FHA give a 
letter stating that they would be willing to insure loans in the redevlop- 
ment area. 

The FHA refused to give such a letter. They evidently were not 
briefed on the purposes of the Urban Renewal Act. No FHA repre- 
sentative who was not versed in the theory of the urban-renewal pro- 
gram could possibly go into a slum area and take a look at it and say 
he would be willing to insure a mortgage in it. All his previous train- 
ing would tell him that this was a dangerous thing, so that one cannot 
really blame the local office. 

I finally got the HHFA to give us preliminary approval of the proj- 
ect without meeting this administrative rule. I understand that this 
particular situation has now been rectified, but I am sure there is still 
room for some improvement in liaison between Washington and the 
districts. Asa matter of fact, I have heard relatively recently of cases 
where heads of FHA district offices have gone to local members of 
mortgage bankers associations to obtain information on legislation 
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and policy changes. These mortgage bankers had the information 
because their Washington counsel had seen to it that the people in the 
field got the information immediately. The FHA channels had not 
flowed that fr eely. 

I think one of the most serious problems that faces the FHA in 
giving a service that will get the rental housing moving is its lack of 
staff. This is due to an inadequate budget. They are not given the 
funds to permit them to obtain and keep the staff that is required to do 
the job assigned to them. This is particularly astonishing in view of 
the well-known fact that the FHA does an outst anding job of earning 
a profit on a large amount of its operations. The services to FHA 
customers, the homeowners of this country, is constantly being im- 
paired by the lack of operating funds. One budget crisis after another 
is the rule at FHA. The customers of our office and all mortgage 
bankers’ offices are constantly complaining of the time it takes to proc- 
ess an FHA loan. Improvements occur from time to time but over the 
past few years it has been a source of serious concern. It is not the 
fault of the FHA but the inadequate budget under which they are 
forced to function. This should be corrected as quickly as possible. 

Before closing I would like to point out one further hinderance 
to the program. I don’t know whether you call this failure to de- 
centralize responsibility or the inability of the Washington office to 
properly evaluate local conditions. I think it is probably a little of 
both. 

Our architects recently submitted a sketch of a building to the local 
FHA office for consideration of insurance under the section 220 pro 
cram. It was immediately sent to Washington for review. Their 
technical division sent back a report finding fault with a number of 
things, many of which I am sure can be resolved. But one of them 
has become practically an insurmountable problem as of the moment, 
and will illustrate this lack of proper understanding by the Washing- 
ton office of the local market. 

In this particular building we placed an efficiency apartment, that is, 
a no-bedroom apartment, next to a 414-room unit with 2 bedrooms. 
This was done purposely so 1 of the bedrooms in the 444-room unit 
could be swung over to the efficiency and thus give us 2 units with 1 
bedroom each. This is particularly important to the success of the 
building because no rental agent can be certain what his rental market 
will be at the time of the completion of the building. From the time 
his rental market is estimated to the date of completion is anywhere 
from a year to2 years. By providing this interchangeability of apart- 
ments, we sought to materially reduce the margin of error in our rental 
market forecast. This flexibility and convertibility of units seemed 
to be a conservative and practical solution of the problem. We were 

astonished to have the report of the technical division contain the fol- 
lowi ing directive: 

(a) Determination of the demand for living units of various types 
and sizes must be made and the project planned : accordingly. It should 
be noted that planning for a specific type of unit without provisions 
for convertibility will permit a greater efficiency in the use of space. 
Their statement ‘that the building should be constructed without pro- 
vision for convertibility shows an arbitrary attitude which prevents 
any resourceful and ingenious builder from creating a building which 
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would be both a better investment for Government insurance on it and 
better living for the people in the area. 

Difficult as it is to gage the market at the time a project is planned, 
it is all but impossible to gage it accurately for 40 years, the life of the 
loan. This flexibility is therefore extremely desirable. 

yentlemen, in spite of all of the difficulties of doing business under 
this program, I still believe that it will work. One thing I want you 
to know is that Norman Mason has told me that he will do everything 
he possibly can to help make it work. But believe me it is a long and 
tough struggle. 

Gentlemen, I want to thank you for your interest in our problems. 
In Chicago we are determined to eliminate our slums and rebuild the 
areas with decent, safe, and sanitary housing. With your help, I am 
sure that we can do it. 

Mr. Rarns. Thank you, Mr. Kramer. That was a very fine state- 
ment and right on the button on the problem that we are studying, and 
information that we need. 

I ee also your hopeful attitude that it can be done, and I 
share the opinion. 

Now, let’s get down to some of the specifics that you mention. 

First of all, the stumbling block that you have set up seems to be the 
failure of the FHA to recognize local conditions where there are 
stringent regulations; is that right ? 

Mr. Kramer. That is certainly one thing that has to be overcome. 

Mr. Rats. Do you think that financing will go into the venture 
if we can ever get 220 cut loose completely from the rigid position / 
Do you think that you could get some saan for that ? 

Mr. Kramer. Yes; I do. 

Mr. Ratns. Do you believe if it is properly implemented that it is— 
legislatively, I am speaking now—a good tool with which to clear 
slums ? 

Mr. Kramer. Yes; and I think that I have some proof of that. 

For instance, in this one project that we are hopeful of getting 
started and breaking ground by spring, one of the things that bothered 
me was the problem of getting a mortgage for a 40-year period. By 
and large, insurance companies do not make loans for over 25 or 30 
years. I went to 1 insurance company and got that loan for 40 years, 
par, 414 percent, plus the usual half percent insurance. I am con- 
vinced that there is money available for this type of financing. 

I am also convinced that there is equity money available for this type 
of financing on projects that are properly set up. 

Mr. Rarns. How much money would you yourself have to put into 
the project, not in dollars but a percentage ? 

Mr. Kramer. Well, I can tell you in dollars in this particular proj- 
ect—and by “me” I hope you understand I mean my group and not 
me personally. 

Mr. Rarns. Yes. 

Mr. Kramer. This is a project with a total cost of about $3,250,000. 
We will have $500,000 cash in the project, which is about 15 percent. 

Mr. Rarns. Is the amount of the cash required to be put in by the 
sponsor, will that be a deterrent to it in areas as large as this? 

Mr. Kramer. Yes; I would say it isa deterrent. Of course, it would 
be much easier if we could get the full 90 percent. 
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Furthermore, our money would go further. It is perfectly possible 
that instead of building 1 building to start with, we might have built 
2 buildings because the equity money would have gone that much 
further. 

Mr. Rarns. As I understand your statement, it is your firm convic- 
tion that if the program isto work at all under present-day situations, it 
must have a 40-year term of mortgage; is that right ? 

Mr. Kramer. That is correct, not only 40 years but a level-payment 
mortgage for that term each year. Otherwise, you cannot possibly g get 
the rentals down to the point that you have to get them to in order to 
rent the projects in the areas in which we are building. 

In other words, if we built this project on North Lake Shore Drive, 
we could get rentals of $40 or $50 per room. In this area we cannot 
get rentals like that. 

Mr. Rains. Going back to that percentage again, is that requirement 
you put in a half-million dollars in a $314 million project, is that per- 
centage a regulation or does it vary under the Administration’s rules? 

Mr. Kramer. No. As I understand it—maybe Mr. Mason can cor- 
rect me on this. As I understand it, the act, the statute itself, limits 
it, not the regulation, to 90 percent, but not over $8,400 per unit. 

Now, in some areas for $8,400 you could get 90 percent or maybe a 
hundred percent loan, but there you are blocked by the 90 percent. 

Mr. Apponiz1o. What do you think it should be? 

Mr. Kramer. I would say in the Chicago area in order to get a 90- 
percent loan it will have to be somewhat in excess of the $8,400 per unit 
on the kind of project we are building in this instance. 

Now, if it were all 2-room apartments instead of 3s and 414s, of course 
$8,400 would probably be more than sufficient. 

Mr Apponizio. This is a high-cost area of construction ? 

Mr. Kramer. Yes. 

Mr. Apponiz1o. How does it compare with the rest of the country ? 

Mr. Kramer. I think it is higher than most cities, but I am told 
there are 1 or 2 cities which are higher. But it is right up near the top 
of the list. 

Mr. Ratns. A 40-year term of mortgage under 220 for the type of 
construction that you are talking about, will the Government guar- 
anty, will the insurance be safe or not? By that I mean is that too 
long a period for the payments? 

Mr. Kramer, It is not too long for the building to last, Mr. Rains. 
There buildings that we are building in the particular project I am 
talking about are reinforced-concrete buildings that will last anywhere 
from 50 to 100 years, 75 or a hundred years, I would say. There is 
no question about the physical security standing up that long. 

Now, if you are asking me what the economy will be like for the 
next 50 years, and what the earnings of the people will be, that is 
something that I don’t know. We are certainly in an expanding 
economy. There will undoubtedly be ups and downs. 

In my opinion there are safeguards in our reserves, vacancy re- 
serves, and reserves for contingencies, and equipment, so if it gets off 
to a good start, which I think it can, it could well stand a few rainy 
years. So I would say that it is probably a safe investment, but it is 
something that nobody can tell. Whenever you go into a 90-percent 
loan or thereabouts, you are taking some chances. I am sure the 
legislators knew that when they enacted this. 
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Mr. Rains. Does the FHA have any power or authority to require 
through the length of the life of that mortgage a certain type of good 
maintenance ¢ 

Mr. Kramer. Oh, yes. As a matter of fact, they hold some pre- 
ferred stock and I am sure that if they felt that the building was being 
wasted that they would step in under the waste clause. Iam sure they 
could do something about it, and I am even more sure that the insur- 
ance company that owned the mortgage would do something about it. 

Mr. Ratns. This reserve that you put in, or this amount of equity 
that you put in, what happens to that under 220% Do you keep it in 
the business ¢ 

Mr. Kramer. Well, of course, we would hope that there would be a 
return paid to the stockholders, but certainly the equity would not 
come out very fast at $29 per room. If the rentals were $50 or $60 a 
room, it could come out fast. It certainly could not on this kind of 
project. 

Mr. Rarys. What about the land-clearance policy here in Chicago? 
Does the redevelopment authority have certain specified policies on 
the land clearance here in this city 4 

Mr. Kramer. I would say we have an excellent land-clearance com- 
mission. It is aggressive and doing a fine job. I think that there is 
one thing that they might be doing which they are not which would 
hurry the program along and that is, I think, in the past, generally 
speaking—I may be wrong about this—but generally I think that 
they have taken our land-clearance projects primarily where they 
have a developer in view. Now, I think that is fine. But I also think 
that they could go ahead in areas where they don’t have a developer 
in mind, where they believe it is right for development, have the 
courage of their convictions, clear it, and then present it to anyone 
who could provide an adequate plan for redevelopment. 

Mr. Rains. Mr. Kramer, I think your presentation is fine. 

Are there any questions, Dr. Talle ? 

Mr. Tarte. No questions. 

Mr. Rarns. Mr. Addonizio? 

Mr. Apponiz10. No questions. 

Mr. Rarns. Mr. Barrett, any questions ? 

Mr. Barrerr. No questions. 

Mr. Rains. Then I will ask another one. We have about 3 or 4 
minutes. Are you convinced from your present experience with the 
FHA officials in Washington that there is actually the sincere desire 
on the part of the officials to make 220 work as a vehicle for the clear- 
ance of the slums such as the Congress intended? I am asking for 
your personal opinion from your experience in talking with them. 

Mr. Kramer. The only FHA official in Washington that I have 
talked to is Mr. Norman Mason, the Administrator, and once on the 
telephone with Mr. Beverly Mason. I am convinced that Norman 
Mason and Beverly Mason, who has charge of this program, want to 
make it work. I don’t know whether it has filtered down through 
their organization, but I know that they do. Mr. Norman Mason has 
assured me that he will do everything in his power to help make it 
work. 

Mr. Rains. Thank you very much, Mr. Kramer. You have given 
us some good factual data. We appreciate your statement. 
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The next witness is Mr. Philip Doyle, executive director, Chicago 
Land Clearance Commission. Come around, Mr. Doyle. It is good 
to see you again. You may take the stand, give the reporter your 
name and title, and proceed. 


STATEMENT OF PHILIP DOYLE, EXECUTIVE DIRECTOR, CHICAGO 
LAND CLEARANCE COMMISSION 


Mr. Dorie. My name is Philip Doyle, and my position is that of 
deputy director of the Chicago Land Clearance Commission, an agency 
whose sole concern is clearing slum and blighted builtup areas and 
blighted vacant areas so that such areas to be redeveloped are developed 
for the use to which they are best suited. 

The Illinois Blighted Areas Redevelopment Act of 1947, as amended 
to date, is based on the idea that, for the most part, land is project 
areas will be sold to private builders for redevelopment in accordance 
with an approved redevelopment plan. The law prohibits the Chicago 
Land Clearance Commission from constructing any buildings, resi- 
dential or otherwise, in its projects. In marketing the land in project 
areas, the commission, is, of course, deeply concerned with the rede- 
veloper’s problem of financing his construction. 

The foregoing is stated to emphasize the importance to our resi- 
dential projects of a workable program of mortgage insurance on resi- 
dential structures. I should also like to emphasize at this point that 
in planning a project the commission is mindful of the necessity not 
only to eliminate a slum and blighted area but to create an environment 
so attractive and livable that the area will be one of outstanding appeal. 

‘The commission believes that with such planning investment in new 
structures located in a project area will be sound at the time it is 
made and that the investment will continue to be a good one. Redevel- 
opers are required by contract with the commission to observe all 
terms and conditions of a project redevelopment plan for a period of 
40 years. Among other things, such contracts prevent redevelopers 
from overcrowding the land or otherwise lowering the high standards 
of the redevelopment plan. To the extent that the commission succeeds 
in its objectives, it would appear that both investors and the FHA 
as & mortgage insurance agency would be attracted to our project 
areas. 

Prior to making some observations regarding our experience with 
FHA in respect to the availability of mortgage insurance under section 
220 of the National Housing Act for financing new construction in 
slum and blighted areas which the commission is now clearing, I want 
to say that both local and Washington officials have shown great 
interest in the problem and have assured us of their desire to cooperate 
with us. Moreover, as a member of a committee of the National 
Association of Housing and Redevelopment Officials which met with 
Administrator Cole of the Housing and Home Finance Agency to 
discuss section 220, I had the pleasure of hearing Mr. Cole express his 
belief that a workable program of mortgage inusurance for financing 
rehabilitation and new construction in slum clearance and urban re- 
newal areas is essential to the success of those activities. 

Mr. Cole also said that he intended to do all in his power to make 
section 220 an effective aid in financing construction in slum clearance 
and urban renewal project areas. 
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At the time of our meeting with Mr. Cole, section 220 provided that 
the maximum amount of mortgage insurance under that section be 
determined on the basis of estimated value, a requirement which local 
FHA officials had advised us made it difficult, if not impossible, to 
insure mortgages for the financing of construction in certain of our 
slum-clearance projects. 

Subsequently, the Congress amended section 220 to provide that the 
maximum amount of a mortgage insured under that section be deter- 
mined on the basis of estimated replacement cost of the housing in- 
volved. I believe Mr. Cole recommended adoption of this amend- 
ment in the expectation that it would help make section 220 workable. 

Now, I should like to take a moment to discuss very briefly the basic 
problem of financing rehabilitation in urban renewal areas or new 
construction in slum-clearance projects. Traditionally, older areas, 
except for a few with particular locational advantages or special physi- 
cal features, have been regarded as affording less attractive invest- 
ment opportunities than available in areas of new growth. 

For Chicago this has meant that builders, Jending institutions, and 
FHA have concentrated their activities on the lake front or in out- 
lying areas of the city and in the suburbs. Some reorientation is re- 
quired if builders, lenders, or the FHA are to bring their efforts and 
resources to bear upon areas long regarded as on the downgrade and 
hence as undesirable for investment. There must be recognition that 
as these areas are restored, FHA participation is a vital counterpart 
to the activities of other Federal and local governmental agencies. 
Those of us in slum clearance or urban renewal work are committed to 
a program undertaken on the fundamental theory that it is possible 
to recreate the older areas of our cities, to plan them so that they will 
not again become slum or blighted, and to attract the capital needed to 
rebuild them on this new pattern. The slum clearance and urban re- 
development program has not yet been sufficiently tested to permit me 
to say that this theory has been validated beyond question, but there 
is much evidence in Chicago and elsewhere that older areas can be 
rebuilt in whole or in part, as necessary, depending on their condition, 
to the great advantage of the entire metropolitan area and at the same 
time offer secure investments to those who finance the rebuilding. 

In any case, the Housing Act of 1949, as amended through 1955, is 
in large part based either on the belief that this theory is correct, or 
on the opinion that the threat to our cities of slum and blighted areas 
is So serious that action cannot be deferred and that it is worth large 
amounts of public funds, Federal and local, to proceed on the as- 
sumption that the theory is correct and that no effort should be spared 
in making slum clearance and urban renewal programs successful. 
From the foregoing it appears that if Congress is to authorize Fed- 
eral expenditures for the clearance of worn-out nonsalvable areas and 
the renewal of other areas through such activities as rehabilitation, 
conservation, provision of parks and schools, and the rearrangement 
of streets when necessary, it is only logical and ordinary good business 
for Congress to insist that its corrolary program of mortgage insurance 
under section 220 of the National Housing Act be so administered as 
to make it possible for owners in urban renewal areas to repair and 
modernize their properties and for redevelopers in slum-clearance 
project areas to construct the new buildings contemplated when the 
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projects are initiated. Timidity by FHA in using the provisions of 
section 220 would undermine the effectiveness of a program under- 
written by a sister Federal agency, the Urban Renewal Administration. 

Our experience with the local office of the FHA is not apparently 
greatly different from that of other redevelopment agencies in other 
cities. Prior to the 1955 amendments to the National Housing Act 
when section 220 provided that the maximum amount of mortgage 
insurance was to be determined by estimated value of the mortgaged 
structure, local FHA officials advised us that they could not agree to 
insure mortgages financing construction in those of our project areas 
to be redeveloped with multifamily housing. 

The FHA officials stated that the estimated maximum rents for 
units in such structures would not produce an income sufficient to 
create a value equal to the cost of the building at the current level 
of such costs. We are hopeful that, as a result of the amendment 
to section 220 providing that the maximum mortgage amount is to be 
based on replacement value of the structure, the FHA will find that 
it can now insure mortgages on multifamily structures to be con- 
structed in our project areas. As a matter of fact, we have been 
advised by a prospective redeveloper that he has been informed by 
FHA officials that mortgage insurance would be available for one 
multifamily building in one of our projects. Nevertheless, on the 
basis of our experience to date it appears that FHA will proceed with 
extreme caution on all such insurance, and that Congress should: 

1. Make certain that section 220 in its present form is workable; 

2. If section 220 is workable, satisfy itself that FHA will administer 
it effectively ; or 

3. If section 220 is not workable, enact amendments or new legis- 
lation which will provide effective mortgage insurance financing the 
rehabilitation of and new construction essential to the success of urban 
renewal and slum-clearance projects. 

Both slum clearance and urban renewal projects are well worth their 
‘ather large cost—and certainly after incurring those public costs we 
should go the last mile by making certain that the areas will be re- 
habilitated or rebuilt, as the case may be. The rehabilitation or re- 
building completes the process undertaken to transform slum and 
blighted areas and deteriorating areas from community liabilities 
to great assets to the people who live in them and to the entire com- 
munity. 

This last step requires an effective program of mortgage insurance. 

Thank you for your time. 

Mr. Apponizi1o (presiding). Mr. Doyle, we appreciate very much 
your statement. Unfortunately Mr. Rains has a very important long- 
distance call at this time. 

I would like to refer to page 6 of your statement, at the bottom of 
the page, where you say Congress should do three things. I agree very 
much with what you have said, but I was wondering whether you had 
something more concrete to offer us in the way of suggestion. 

Mr. Doyte. I think that Mr. Kramer has made some suggestions 
that deserve consideration and certainly the FHA officials themselves 
are the experts on what is needed, whether it is in terms of longer 
amortization periods, level payment, or the whole period, or what 
it would be, t am sure the FHA officials themselves would be able 
to advise you very effectively on that. 
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Mr. Apponizio. Mr. O’Hara. 

Mr. O’Hara. Mr. Doyle, like everyone else in Chicago, I have been 
very appreciative of the fine intelligent work you are doing. I judge 
from your statement that your concern is that while we have had 
liberal financing for building up the suburbs, we have not had easy 
financing for rebuilding the metropolitan area Is that your thought? 

Mr. Doytx. That is one of the thoughts, Congressman O’Hara. My 
basic notion was we are now asking the Federal Housing Administra- 
tion to insure mortgages in areas which for years have been considered 
as not good investment areas and as these areas are replanned and re- 
built the environment is completely changed and the money made 
available for slum clearance recognizes this, and as a matter of fact 
has that as its objective. 

The next step, I think, is to get FHA to reorient its thinking and 
to regard these areas as new areas equal in attractiveness to the areas 
of new growth that they have traditionally operated in. 

Mr. O’Hara. Mr. Doyle, our chairman has returned and I know 
that he will want to pursue the inquiry with you. 

Mr. Rarns. I had a telephone call. I understand in most instances 
you agree with Mr. Kramer’s statement on 220? 

Mr. Doyze. Yes. 

Mr. Rarns. We appreciate your statement and you have given us 
help while we have been in Chicago. I have a statement here from 
Mr. Warren Lamson, president of the Old Age and Public Assistance 
Union of Illinois, with headquarters at 6340 South Bishop Street, 
Chicago, Il. 


The statement may be made a part of the record at this point. 
(The statement referred to is as follows :) 


STATEMENT OF WARREN LAMSON, PRESIDENT OF THE OLD AGE AND PUBLIC ASSIST- 
ANCE UNION OF ILLINOIS, CHICAGO, ILL. 


Submitted to the Housing Subcommittee of the House Banking and Currency 
Committee, at hearings held in the city council chambers of the Chicago City Hall, 
November 21, 22, 23, 1955. 

This statement arises out of the often serious plight of our aged and dependent 
children in regards to proper shelter. 

Because single persons are not at present admitted to the limited public 
housing many old men and women with no other resources than the maximum old- 
age assistance, set by the State at $74 a month for all living expenses, often pay 
as high as $40 and $50 and even more for hotel rooms or for very inferior 
shelter. This causes many to suffer from malnutrition until their condition 
becomes such that they are sent to nursing or convalescent homes. After recovery 
they have but little choice about starting the same process over again; that is 
that more than half of the very little money they are allowed to live on is spent 
for rent. 

Another phase of the growing problem of adequate and decent shelter for our 
aged is the many old couples living in comparative squalor; climbing two or more 
flights of rickety steps, often with no banisters; for which considering what they 
receive pay exhorbitant prices. 

Frankly many persons operating apartments do not desire to rent to elderly 
people and this adds to the difficulty. 

Many dependent children are living under very bad housing conditions. Too 
many in a room or 2, with 1 or more adults and very bad sanitary conditions; 
in places where rents are often over $80 a month, for 1 and 2 rooms in old 
buildings which are fire hazards. 

Finally I wish to make one criticism of the present housing projects in Chicago. 
Some of these projects, either by location or management policy, or both, tend 
to approach a status which might be called Government operated, segregated, 
slums. 
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We wish to urge your committee to give most serious consideration to the 
need for a degree of movability and selection on the part of all of our people 
in the general housing outlook and to give further consideration to less compact 
types of housing. 

Last, but not least, we wish to recommend that housing adapted to the needs 
of the aged and infirm, comprise some units of all housing projects; with some 
such apartments for single persons, so that an old man or woman who has lost his 
or her spouse, need not spend their declining years under very unhappy cir- 
cumstances. 

Mr. Ratns. The next witness is Mr. James C. Moreland, FHA 
director. 


STATEMENT OF JAMES C. MORELAND, DIRECTOR OF THE CHICAGO 
INSURING OFFICE OF THE FEDERAL HOUSING ADMINISTRA- 
TION 


Mr. Moretanp. Mr. Chairman, members of the subcommittee, my 
name in James C. Moreland. I am district director of the Chicago 
insuring office of the Federal Housing Administration. 

The jurisdiction of the Chicago insuring office covers the northern 
19 counties of the State of Illinois. They are: Boone, Carroll, Cook, 
DeKalb, DuPage, Grundy, Jo Daviess, Kane, Kankakee, Kendall, 
Lake, Lee, McHenry, Ogle, Rock Island, Stevenson, Whiteside, Will, 
and Winnebago Counties. 

Based upon the 1950 census, this area contained 5,284,851 of Illinois’ 
8,712,176 people. The population is increasing and it is estimated 
that we are now called upon to serve 6,280,000 people. The greatest 
concentration of this population is found in the area commonly re- 
ferred to as the Chicago metropolitan area, embracing Cook, DuPage, 
Kane, Lake, and Will Counties and containing an estimated popula- 
tion of 5,200,000 people. 

We are glad to respond to your invitation to appear before you and 
have this opportunity to explain the FHA programs for this area. 
To assist me, I have with me today the following members of my 
staff: Mr. E. Herbert, Bonthron, chief underwriter; Mr. James J. 
Flanigan, chief of operations. 

I believe it will interest you to know that since the inception of its 
mortgage insurance operations late in November 1934, and up to 
December 31, 1954, the Chicago FHA office has insured 129,985 mort- 
gages in 1- to 4-family dwellings for a total of $888,963,980 and 260 
mortgages on multifamily dwellings for a total of $149,802,476. In 
the 5-year period from January 1, 1950, to December 31, 1954, the 
mortgage insurance written covers 31,412 mortgages on 1- to 4-family 
dwellings for a total of $293,214,150, and 92 mortgages on multifamily 
dwellings for a total of $79,609,700. These figures do not include 
millions of dollars under title I of the National Housing Act for home 
improvements. 

I would like to emphasize at this point my own view the desirable 
objectives of FHA operations in the Chicago jurisdiction. I believe 
FHA should be credited with having initiated and popularized long- 
term amortized mortgage loans for high percentages of value. How- 
ever, I have never believed it was intended that FHA should endeavor 
to conduct its operations in such a way that it would seek to capture 
a monopoly of the residential mortgage business. 
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As a matter of fact, we have seen over the past,20 years a steady 
and rapid growth of savings and loan institutions, from the very 
humblest beginnings to institutions some of which individually ex- 
ceed 100 millions of dollars in resources. Conventional lending on 
residential properties has increased enormously. Yet, I believe it is 
fair and sound to say that FHA mortgage insurance still provides the 
pattern and the bulwark for all other residential mortgage-lending 
activities in this jurisdiction. 

What I have just said highlights the necessity of urging that your 
committee consider most seriously the collateral values of FHA’s 
mortgage-insurance operations, as well as the actual monetary returns 
from the mortgage insurance written. In considering this matter, I 
feel sure you will realize that there is perhaps no agency of the Fed- 
eral Government which operates more like a strictly private business 
than FHA does. Its programs of operation must be designed to elicit 
the investment of private mortgage funds; to obtain competent per- 
sonnel it must compete with private employers and pay salaries com- 
mensurate with those paid in similar private business enterprises. 

Experience over more than 20 years of operation has shown con- 
clusively that, while breaking entirely new ground in long-term, high- 
percentage residential loans, FHA has been able to earn much more 
than its expenses of operation and enjoy an enviable experience in- 
sofar as low-loss ratios are concerned. 

And with all of that, it is called upon to render a great many services 
calculated to be of public benefit, from which no income at all is de- 
rived. A great many municipalities and local governmental agencies 
have benefited by the advice and counsel of FHA insuring offices. I 
believe many builders could testify that the guidance and suggestions 
furnished by FHA have contributed greatly to their successful, 
profitable operations. The number of homeowners who have sought 
and obtained helpful advice and suggestions would indeed be legion. 

I am sure you must realize that, as the director of an insuring office 
in this large metropolitan center, it is vitally necessary to plan care- 
fully in advance in order to effectively serve the private mortgage 
lenders who desire to use it services and to render proper service to 
the public. In the period of a little more than 2 years during which 
I have occupied this position, it has become perfectly apparent that 
such planning is practically impossible without assurance that ade- 
quate operating funds will be available to maintain a sufficient staff to 
perform the necessary functions. 

Without reasonable flexibility in budget for operations—subject, 
of course, to appropriate audit—I cannot emphasize too strongly that 
the effectiveness of FHA operations are greatly hampered. Further- 
more, no reserve funds are available to hire and train replacements 
for experienced employees who resign to accept other employment, 
employees who reach retirement age, or employees who are lost for 
any other reason. 

So, Mr. Chairman, and members of this committee, I would like to 
recommend strongly for your consideration, a return to a flexible 
budget as originally provided by the 1949 act. 

The Chicago insuring office has earnestly endeavored to further all 
programs growing out of amendments to the National Housing Act 
from time to time and with the exception of loans under section 213, 
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cooperative housing, there has been a very substantial volume of mort- 
gage insurance under various sections of the act. 

Under section 213, 2 loans were insured, 1 in Chicago comprising 
23 apartment units, and 1 in Evanston, Ill., comprising 12 units. Very 
little interest has been manifested in mortgage insurance of cooperative 
housing either by mortgage lenders or builders, but wherever any 
interest has been shown our staff has endeavored to the utmost to con- 
sider all aspects of proposals and to furnish its advice and guidance. 
We will, of course, accord the same treatment to any future proposals. 

We have insured numerous loans under section 207 of the act. 
For the past year or more conventional mortgage funds for multi- 
family housing of the section 207 type have been plentiful. Therefore, 
the FHA volume of cases under this section has been relatively 
small. However, we are cognizant that there is an increasing interest 
in FHA-insured mortgage financing for rehabilitation of existing 
apartment buildings under section 207. 

Unfortunately, FHA procedures for a number of years past have 
been found to be inapplicable to the typical rehabilitation case. I am 
glad to report at this time that new section 207 ponrcovens have been 
perfected which should correct this difficulty. These procedures have 
not been made available to the public as yet but are expected to be 
issued shortly. We feel that future activity in this type of FHA 
insured mortgage financing will increase significantly. 

The number of properties tendered to the FHA Commissioner as 
the result of default has been insignificant in the Chicago jurisdiction. 
As of this date the Chicago insuring office has no inventory of acquired 
properties. 

Let us turn now to the urban renewal program. I want to say that 
I, and every member of my staff, are desirous of doing everything 
possible to assure the prompt, successful promulgation of all phases 
of this program. In our effort to achieve these objectives, we have 
realized the necessity for close collaboration between the various 
agencies involved. 

On our own part we have endeavored to collaborate fully. We have, 
in turn, received the fullest cooperation of the Chicago regional 
office of the Housing and Home Finance Agency and its Urban Re- 
newal Sections. In consequence of this close working agreement, 
Mr. John P. McColium, regional administrator, Office of the Housing 
and Home Finance Agency Administrator, is here today. : 

Subsequent to the Housing Act of 1949, a number of urban re- 
development projects were being planned by the Chicago Land Clear- 
ance Commission and the Cook County Housing Authority. Several 
of these were submitted to us for the purpose of determining the 
practicability of redevelopment plans from the standpoint of mortgage 
financing with FHA insurance. In the case of the Robbins, IIl., proj- 
ect developed by the Cook County Housing Authority, a portion of 
the land was purchased by a redeveloper who subsequently filed appli- 
cations with FHA for the construction of semi-detached houses under 
the provisions of section 203. These applications were approved by 
FHA and the houses are now under construction. 

With respect to projects developed by the Chicago Land Clearance 
Commission, land was purchased by the New York Life Insurance 
Co., which is now constructing the Lake Meadows project on Chicago’s 
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south side. However, this project did not involve FHA mortgage 
insurance. With respect to the remaining projects, I am informed 
that some are reaching the stage at which land will be made avail- 
able for disposal to private redevelopers. We are working closely 
with the HHFA regional office and the local public agencies to aeccom- 
plish this objective. I would like to note that such coordination has 
been greatly facilitated by the HHFA reorganization early this year, 
decentralizing urban renewal operations. I am glad to report to you 
that in our consideration of a number of these projects we have felt 
that FHA mortgage insurance will be feasible in whole or in part. 

The principal difficulty we have encountered is in regard to those 
projects where the construction of elevator apartments is contemplated. 
Because of the very high costs of constructing and operating elevator 
apartment buildings in Chicago, and of the limitations upon rent 
obtainable in urban renewal areas, this problem has concerned us 
deeply. We have undertaken detailed studies for the purpose of de- 
termining a suitable alternative to accomplish the construction of this 
much-needed housing through the use of mortgage insurance facilities. 

The results of these studies will be presented to you as an exhibit 
attachment to this statement. It is in memorandum form, directed to 
me by Chief Underwriter Bonthron of our office. Examining it you 
will observe that we have made a study of construction costs, available 
financing, rental income and operating expense experienced in elevator 
apartments as compared with similar data on buildings of garden-type 
group houses. 

You will note the great disparity between the costs of constructing 
elevator apartment buildings and the amounts of insured mortgage 
loans obtainable. We believe it is altogether unlikely that private 
developers will manifest any interest in building elevator structures, 
in view of the high costs of construction and operation, and of the 
limited rents obtainable in urban renewal areas. 

You will also observe that if urban renewal projects are planned 
for the construction of garden-type group houses, the lower costs of 
construction and operation would probably result in a much closer 
conformity of insurable mortgage loans to the costs of construction. 
We believe that if this type of structure is permitted to predominate 
in urban redevelopment and urban renewal plans, there is a good 
chance that section 220 can be used effectively. 

Tet me thank you again for extending your invitation to appear 
before you and make this statement. 

With your permission, I would like to present Mr. E. Herbert Bon- 
thron, our chief underwriter, who will read the memorandum state- 
ment which is being filed as an exhibit with my statement. 

Mr. Rarns. Identify yourself for the record, please, sir, and you 
may proceed. 


STATEMENT OF E. HERBERT BONTHRON, CHIEF UNDERWRITER, 
FEDERAL HOUSING ADMINISTRATION 


Mr. Bonturon. To: James C. Moreland, director, Chicago Insur- 
ing Office. From: E. Herbert Bonthron, Chief Underwriter. Sub- 
ject: Illustrations of comparisons between elevator structures and 
garden-type group houses for urban renewal areas. 
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Numerous discussions with officials of the Chicago Land Clearance 
Commission and others with regard to urban renewal projects, and 
requests to our office for statements of feasibility as a part of the proc- 
ess of qualifying areas for approval by the Housing and Home Finance 
Agency as renewal areas have revealed that the predominance of 
interest is in the construction of elevator apartment buildings in these 
areas. We have consistently endeavored to point out that the natural 
limitations of rents obtainable in urban renewal areas coupled with the 
high costs of construction and operation of elevator apartment build- 
ings will in most cases preclude their construction in these areas by 
private redevelopers who expect to rely upon insured mortgage financ- 
ing. This remains true even though we are now permitted to use 
replacement cost in lieu of estimated value in determining the maxi- 
mum insurable mortgage amount. 

Our experience in underwriting mortgage loans for the construction 
of rental properties in Chicago, including a large number of elevator 
structures, and the long-range experiences of private investors and 
builders show clearly that it is not economically feasible under mort- 
gage financing to construct elevator apartment buildings anywhere in 
the city except in prime locations where high rents are obtainable. 
High rents are essential to support the high costs of construction and 
operation. 

Because of the tremendous importance of urban renewal, the large 
expenditures of time and money being devoted to possible solutions 
of the problems and the widespread interest in it we undertook de- 
tailed studies to determine suitable alternatives which may be ex- 
pected to enable private interests to construct the housing accommo- 


dations for rent in these areas which are so urgently needed. 
So far, no applications for mortgage insurance involving urban 
renewal prcnces have been presented to our office. However, one 


large-scale project consisting predominantly of elevator buildings has 
been undertaken by the New York Life Insurance Co. in the area of 
Chicago’s south side lying between 31st and 35th Streets and South 
Parkway and the Illinois Central right-of-way. We have, therefore, 
taken this project as the basis of our study. 

For their purposes, the New York Life Insurance Co. acquired 100 
acres of land from the Chicago Land Clearance Commission, upon 17 
acres of which a shopping center has been constructed with parking 
areas, With the remaining 83 acres being developed with residential 
structures. Five 12-story elevator buildings are completed and occu- 
pied. Each of these buildings contains 119 apartments, consisting of 
forty-eight 2-bedroom units, fifty-nine 1-bedroom units, and twelve 
2-room efficiency (nonbedroom) units. The total, in the 5 buildings, 
completed and occupied is 959 units. 

The New York Life Co. also has under construction two 20-story 
buildings, each to contain 320 apartments. We have been informed 
that, providing the operating experience on these buildings is satis- 
factory, the company will construct two more similar buildings. If 
and when that is done there will be in Lake Meadows 1,875 units in 
elevator structures. The site plans reveal that 125 units of garden- 
type walk-up apartments will be used to fill in the balance of the land. 
Thus, Lake Meadows is expected eventually to comprise 2,000 rental 
units. Related to the 83 acres of residential development this will con- 
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stitute a density of approximately 25 units per acre, which is the pro- 
posed density we have used in our studies and illustrations. 

There seems no doubt that the present tenants in Lake Meadows 
are paying the maximum rents which are obtainable in the area, 
approximately $28 per room per month. We have used this rental 
in our illustration which applies to elevator apartments. For the 
garden-type group houses we have adjusted the monthly rental esti- 
mates to reflect the requirements for the expenses of heat and utilities 
to be borne by the tenants. 

It is essential to remember that private developers of urban renewal 
projects who avail themselves of the facilities of mortgage insurance 
are subject to fixed interest charges, mortgage insurance premiums 
and stipulated curtailment of mortgage principal which institutional 
investors, such as the New York Life Insurance Co. who use their own 
funds, are not subjected to. Under standard procedure for section 220 
income based upon 93 percent occupancy must be sufficient to pay oper- 
ating expenses and taxes and a debt service of 634 percent, which is 
made up of interest at 414 percent, mortgage insurance premium of 
one-half of 1 percent and amortization 2 percent. We, therefore, 
believe it is possible to induce private developers of urban renewal 
projects using mortgage insurance to construct only such types of 
housing units as can be constructed and operated in such a way that 
operating expenses and debt service can be met and a satisfactory net 
income realized upon the investment. We do not believe this is possi- 
ble generally in the cases of elevator buildings in urban renewal areas 
in Chicago. 

For our comparative illustrations we prepared plans and outline 
specifications for 12-story elevator structures almost identical with 
the 5 completed buildings in Lake Meadows. One variation from the 
Lake Meadows plan consists of elimination in our plan of efficiency 
(nonbedroom) apartments, as we believe they do not properly belong 
in a project of this type. Each of the four 12-story buildings in our 
illustration contains seventy-six 2-bedroom units and twenty-four 
1-bedroom units, or a total of 100 units. The total for the 4 build- 
ings is 400 units. 

In the 400 units of garden-type group houses we have provided the 
same number of 2-bedroom and 1-bedroom units as in the elevator 
buildings. 

Construction-cost estimates for both types of buildings in our illus- 
trations were made by our staff cost estimators, under the supervision 
of the chief architect. 

We consulted the officials of the janitors’ union and were given the 
number of employees and the wages to be paid for each of the two 
projects. 

We consulted the assessor of Cook County and were given their esti- 
mate of the probable taxes on the 400-unit elevator building property 
and 400-unit garden-type group-house project. : 

The estimated fair market price of the land used in each of our illus- 
trations is 50 cents per square foot, which is the same price paid by 


New York Life for the portion of its land used for residential develop- 
ment. 


The total estimated replacement cost of the 400 units of elevator 
apartments in our illustration (land and buildings) is $5,649,535, or 
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approximately $1.25 per cubic foot. The highest amounts of insur- 
able mortgage loans based upon that estimate ‘of cost, statutory provi- 
sions, and certain alternative assumptions of debt service are as 
follows: 





| Ratio ofloan to 


Amount cost (percent) 





90 percent of replacement cost $5, 084, 581 
Mortgage debt service at— 

6% percent ! 2, 952, 770 
Sa, ap RR as a AR ES SA RE EE AD i 3, 066 338 | 

3, 188, 992 

EE PaaS See Bee aot ee 2 3, 321, 886 


| 








1 Mortgage debt service under sec. 220 is presently calculated at 6%4 percent. 


The lower percentages of debt service are generally looked upon 
by FHA as being undesirable for multifamily housing financing. 
However, it has been determined that in special cases consideration 
will be given by Washington headquarters to lower percentages pro- 
vided such an arrangement is absolutely necessary to permit the 
financing of a worthy project. 

The total estimated replacement cost of the 400 units of garden- 
type group houses, in our illustration (land and buildings) is 
$4,807,077, or approximately 85 cents per cubic foot. The highest 
amounts of insurable loans based upon that estimate of cost, statutory 
provisions and certain alternative assumptions of debt service are as 
follows: 








Ratio of loan 
Amount to cost 
(percent) 








90 percent of replacement costs_ _...................-..--.-.--- seated $4, 326, 369 
Mortgage debt service at— 
634 percent ___- : whe eg: ae ES 3, 634, 888 
*6%4 percent. _.....__-- pe Yee i 3, 774, 692 | 
*64 percent aii okie neat 3, 925, 680 | 
*6 percent ; | 4, 089, 250 





1 Mortgage debt service under section 220 is presently calculated at 634 percent. 


The lower percentages of debt service are generally looked upon 
by FHA as being undesirable for multifamily housing financing. 
However, it has been determined that in special cases consideration 
will be given by Washington headquarters to lower percentages pro- 
vided such an arrangement is absolutely necessary to permit the fi- 
nancing of a worthy project. 

To summarize the foregoing, you will note that the garden-type 
structures can be built at a savings of $842,458. This coupled with 
the savings in operating expenses makes possible much higher per- 
centage loans than those possible in the elevator-type structure. 

Mr. Rarns. Thank you, gentlemen. 

Before the committee engages in questions, I will make a litle an- 
nouncement. In order for me to spend Thanksgiving with my wife, 
I have to leave now for Alabama. I am going to leave the gavel in 
the hands of my distinguished friend from New Jersey, Mr. Ad- 
donizio. I want to express my personal appreciation to all those 
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people in Chicago who helped make this hearing a success and to say 
we have had fine witnesses. 

( Discussion off the record.) 

Mr. Apponizio (presiding). I will say very briefly, Mr. Moreland, 
that we appreciate very much your being here this afternoon and 
certainly the very fine statement that you and Mr. Bonthron have 
made. I have just a few questions. 

The first one I have in mind is on this question of the personnel 
that you speak about, I want you to know that I am one of these 
Members of Congress that feels very strongly about people who work 
for the Government getting at least an adequate pay for the type 
of work that they do, and I have shown over the years that I feel 
that way. 

I was wondering if you had any figures to establish a comparison 
between the rate of pay that is paid to your employees and perhaps 
to individuals in a similar capacity in private business. 

Mr. Moretanp. Well, I haven’t any prepared figures, but I think 
that off the cuff I can relate to you that the pay of our skilled tech- 
nicians in our underwriting and in our administrative sections of our 
Chicago office is much less than is paid for the same type of skill in 
private industry. We have great difficulty in getting, we will say, 
competent appraisers who must have a type of skill that isn’t always 
so easy to find for money that is paid under scale of GS—9 appraisers. 

The same thing is true of all our technicians. Our greatest diffi- 
culty there, if you will permit me to say, is in replacements. Because 
of the shortage we have trouble finding replacements when they are 
necessary, and because of inadequacy of the budget we are unable 
to have any trainees. I think the most important part of our program 
for you to consider is the necessity of having trainees in our office to 
grow up with the organization. Otherwise the office goes to seed. 
We have men in our valuation department where earlier this year 
I figured out of 11 appraisers, 8 of them were beyond the retirement 
age now. Well, that isn’t healthy. 

Mr. Apponizto. Do you find a large turnover of personnel ? 

Mr. Moretanp. Not too large. People get into these jobs, espe- 
cially the personnel we have today, they have been there a long number 
of years, 15, 16, some of them 21 years, and there is no place - for them 
to go. They have built up certain rights, you know, retirement rights, 
and they have civil service retention rights, but they just don’t want 
to give up. But when it comes to getting a replacement, it is almost 
impossible finding one that is suitable. 

Mr. Appontz1o. One other question I have is this: In our hearings 
throughout the country so far, we have heard a lot about this flexible 
budget . I would like to know just what you expect to accomplish if 
we return to the act of 1949, where you had the flexible budget. 
What would you expect to accomplish ? 

Mr. Moretanpb. Well, I have in mind the things that I have already 
enumera‘ed, particularly in having a budget sufficient to enable us to 
have some trainees that we can build up. The most valuable em- 
ployees we have, I will say, started in our office as boys under another 
administration. They were trained and they are almost, I would say, 
invaluable. They are the best men we have. Everys and we 
have had three such occurrences recently where they found jobs in 
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private business and said, “I am sorry, Mr. Moreland, we have to go.’ 
Of course, all I can do is wish them good luck, but I feel the el 
keenly. 

Mr. Apponizi10. On page 4 of your statement you mention the fact 
that you have some new procedures under this section 207. 

Mr. Moreneap. That has not been released yet, but we do under- 
stand there will be some new procedures. 

Mr. Apponizi0. How soon will that be released so the committee can 
have that? 

Mr. Morevanv. Mr. Bonthron will answer that. 

Mr. Bonrnron. I understand that those procedures have already 
been set up in Washington. It is just a question of printing them 
and getting them out to the offices which should be in the next week 
or two. 

Mr. Apponiz1o. Could you explain them very briefly to us? 

Mr. Bonruron. Well, one of the criteria in arriving at the amount 
of the commitment, the commitment could not exceed twice the cost of 
the amount of the cost of rehabilitation. That is going to be increased 
considerably and that was probably the greatest barrier that we had 
to make 207 effective for rehabilitation purposes in other communi- 
ties. 

Mr. Apponiz1o. How much of an increase did you say? 

Mr. Bonruron. They did not tell us how much that was, but they 
say that that has been increased greatly. Under section 220, reh: ibili- 
tation, the criterion is that the amount of the commitment can be up 
to five times the amount of the cost of rehabilitation. Under 207 it 
was only two times, and I am sure from conferences and discussions 

on that to get a 220 program of rehabilitation that that will be liber- 
ally incre: ased. 

Mr. Apponizio. Thank you very much. Any questions? 

Mr. O’Hara. I have a question er two. I was interested, Mr. Bon- 
thron, in your rental figures on the New York Life buildings. 

Mr. BonrHron. Yes, sir. 

Mr. O’Hara. How much does a two-bedroom apartment rent for ? 
Mr. Bonruron. In the New York Life project that averages about 
$127. 

Mr. O’Hara. $127? 

Mr. Bonruron. Yes, sir. 

Mr. O'Hara. Now, the Lake Meadows project, what will the rent be 
there? 

Mr. Bonruron. That is what I am quoting. They have a sliding 
scale depending upon the floor. They average about $127 for the 2- 
bedroom units. 

Mr. O’Hara. That still leaves unprovided for that large segment 
of our people who cannot afford that amount of money. 

Mr. Bonruron. That is right. 

Mr. O’Hara. What hope do you see of reaching the desired objec- 
tive of getting ~—— within the means of all of our people? 

Mr. Bonruron. I didn’t quite get that, Congressman. 

Mr. O’Hara. What hope do you see of reaching our objective of 
vetting decent housing within the financial needs of all of our people ? 

Mr. Bonruron. From an economic standpoint you will not be able 
to build by private enterprise at a rental of less than $28 per room. 

68692 
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Mr. O’Hara. They are doing better than that in New York, aren’t 
they. 

Mr. Bonruron. I don’t know: I have heard that in New York in 
their slum-clearance area they were getting from $39 a room up, and 
I also understand that in New York where they are willing to avail 
themselves that they can biuld tax exempt on the buildings for a 
25-year period. 

Mr. O’Hara. That is what I was getting at. They have that pro- 
vision in New York and they have a comparable device in California. 
It amounts to the same thing. Do you think it would help us here 
in Chicago if our State legislature provided for similar tax benefits? 

Mr. Bonruron. There is no question but that the reduction in 
the taxes could be applied as a reduction in rent. There is no ques- 
tion about that. It is automatic. 

Mr. O’Hara. I hear many comments from my constituents and the 
constituents of other Chicago Congressmen that the rents in these 
apartments are beyond the financial reach of many people. 

Mr. Bonturon: There is no question that there are people who 
cannot pay those rents. 

Mr. O’Hara. Would you say for our lowest income group it is 
necessary for us to have public housing ? 

Mr. Bonruron. I dont’ think there is any question. 

Mr. O’Hara. How many additional units of public housing are 
required in Chicago? 

Mr. Bonturon. That I couldn’t tell you, Congressman, because I 
haven’t made a study of that. All of yours here has been from the 
standpoint of private enterprise, you know, and we have not made a 
study of that portion. 

Mr. O’Hara. We are providing housing for people who can go to 
the suburbs and buy. We also have had many luxury units put on 
the market. We are providing housing for people who can afford a 
2-bedroom unit at as much as $127 a month in rent. But below that 
until we reach the public housing segment, we are making no pro- 
vision. 

Mr. Bontruron. That is right, Congressman. 

Mr. O’Hara. Have you any constructive suggestion to make about 
furnishing housing needed to that segment of the population ? 

Mr. Bonruron. I didn’t get that question. 

Mr. O’Hara. Have you any constructive suggestion as to what we 
could do to supply that need for housing in this 25 or 30 percent 
segment of our population. 

Mr. Bonturon. Well, the suggestion that you brought up about 
State legislation eliminating the taxes on the improvements for 25 
years in slum-clearance areas certainly would help that. The only 
other help that I can see would be from the standpoint of public 
housing. 

Mr. O’Hara. Might there be some hope in research in constructing 
techniques? Now, in Philadelphia they said that their blockhouse 
system makes it possible for them to furnish a 2- or 3-bedroom house 
for as low as $11,000. Are you acquainted with the block system they 
have in Philadelphia? 

Mr. Bonruron. No; but I might say the only houses built with 
concrete block to my knowledge in the Chicago area was for minor- 
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ities at 48th and Drexel. Those were row-house units made of concrete 
block and 2-bedroom units, and as a matter of fact, those were priced 
at $13,000. At first they asked a cash payment of $3,000 with a first 
mortgage of $10,000, and they later reduced the payment to $1,000 
and would take a mortgage for $12,000. At the time I was interested 
because I am interested in housing. I made a trip over there and 
this was 6 months after the project was completed and they still had 
half of the units unsold. 

Mr. O’Hara. I appreciate your being here. I know how earnestly 
you are working with those of us in the Congress in an attempt to find 
the answer to a very perplexing problem, how to get housing within 
the means of all of our people, and I want to say that I am especially 
pleased to hear of the accomplishments that you and others of your 
personnel, Mr. Moreland, have made in the field of housing. 

Mr. Bonturon. I might say, Congressman, I live in your district. 

Mr. Apponzio. Are there any further questions? 

Mr. Barrett. I just want to ask one. : 

I notice you have 213 elevator-type apartments. Do you have any 
problem regarding elevator operations, whether they stop at all 
floors? In New York we ran across a 213 project where the FHA 
refused to guarantee the mortgage because the elevators were not going 
to stop at all floors and they had to obtain private funds in order to 
complete the project. 

Do you have a similar problem with your 213 elevator-type proj- 
ects ? 

Mr. Bonruron. As a matter of fact, we have only had two appli- 
cations for cooperative housing and both of those were walkups. There 
hasn’t been any great interest manifested in cooperative housing in 
the Chgago area. 

Mr. Apponizio. Any questions, Dr. Talle? 

Mr. Tate. No questions. 

Mr. Apponizi1o. If not, the witnesses may step aside, but before 
you go, I just want you gentlemen to know that the staff of our com- 
mittee has brought to my attention the fact that this study of section 
220 was done on your own time and not on the Government’s time, and 
we do appreciate your great assistance very much. 

Mr. Morexann. Thank you. 

Mr. Apponizio. The next witness is Mr. Alfred O’Connor, of the 
Fraternal Order of Eagles. ‘ 

Would you please come around, Mr. O’Connor, and identify your- 
self for the record, please? 

Mr. O’Connor. I am here in the interest of urging the United States 
Senate and the United States Congress 

Mr. Apponiz10. Would you please identify yourself first for the 
record, Mr. O’Connor? 


STATEMENT OF ALFRED 0’CONNOR, OF THE FRATERNAL ORDER 
OF EAGLES 


Mr. O’Connor. My name is Alfred O’Connor. I am an attorney 
at 9152 Commercial Avenue, Chicago 17, Il]. I am chairman of the 


old-age rest homes committee, Fraternal Order of Eagles, Southeast 
Chicago 38. 
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I am president for the past year, after having been a third-class 
passenger for a long time and serving as chaplain 35 years ago, and 
I am interested in the idea that the Public Housing Act should be 
amended to provide for the building of old-age rest homes for elderly 
men and women of America who are living on social-security old-age 
pensions. and some of those who have a modest income, but do not 
have sufficient money to maintain and support themselves on the income 
they receive. 

I became a member of this body 

Mr. Barrerr. Do you mind being interrupted, Mr. O’Connor? 

Would you explain the income and age of a person who could ac- 
quire one of these housing units? 

Mr. O’Connor. Yes, that would be a person retired at age 65 on 
social security or a person who has suffered disability or lost his ability 
toearn a living. Perhaps some people over 50 can’t earn a living any 
more because they are totally disabled and have a small income. 

There has been introduced in the Congress House bill No. 3919 to 
amend the Federal Housing Act to provide for the building of 35,000 
units for each of the next 5 years. ‘That was introduced by Congress- 
man Barratt O’Hara. 

Mr. Barrerr. Don’t you agree that some people at 65 are just as 
agile as men at 40 4 

Mr. O'Connor. Well, [am 63. I will be 64 in January. I can still 
lick my weight in golf. 

Mr. Barrert. In order that we can get this bill into action—— 

Mr. O’ConNnor. I understand there were several companion bills in 
the House and also in the Senate. 

Mr. Barrerr. We want to get homes for the aged single person. 

Mr. O’Connor. I think that they are entitled to a place to live also. 
My mo‘her was single or a widow since 28. 

Mr. Barrerr. We want to find out when a person is old enough to 
get a home. 

Mr. O’Connor. That would be up to an individual administrator 
to use his own judgment, but under the law for the forcibly retired, I 
would like to do this—if you will allow me to make my statement first, 
and then cross-examine me later, will you do that, please ? 

Mr. Apponizio. Yes, Mr. O’Connor. You may finish your state- 
ment. 

Mr. O’Connor. I became familiar with the need for old-age rest 
homes back in 1928 after my father died and all he had was $3,000, 
which didn’t pay for his 7 weeks hospital bill or his funeral bill, and 
I had to pay that. 

I had a brother and sister, but I was the oldest brother in the family, 
so they said, “Let Aldo it.” Like “Let George do it.” 

My mother goes to my sister’s home. She wasn’t satisfied there. 
Finally I went to a German Lutheran minister—and I am an Irish 
Catholic myself, but it didn’t make any difference, because he was a 
good friend of mine, and he told me his brother had a place where my 
mother could live. I paid $35 a month for board and room. She had 
to walk on crutches. She was hurt in 1917, but she could get around 
with crutches. 

Then I had to get her from this place to another rest home, and the 
rate went up to$40 a month. It went to $50. It went to $60, to $65, 
to $75, and it gradually went to $100 and $150. 
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I went to the Beverley Hills Rest Home and they wanted $200 a 
month, and I wasn’t making that kind of money to pay those places, 
So I shopped around and went down to Lakewood Avenue. I found 
rest homes there that were firetraps; 20 people living on 1 floor; peo- 
ple living upstairs that could walk, and those that had canes or wheel 
chairs, they would keep in sort of a dormitory on the first floor, and I 
went to 3906 South Ellis Avenue to a rest home there, and my mother 
stayed there for several years. 

I used to keep her there because it was easy to visit her there on my 
way going and coming to work. 

She fought to move because the rates were going up, and she was 
confronted with the problem of being forced to live with people who 
were senile or insane, and she didn’t want to mix with them. 

She read a book a month. We belonged to the Book of the Month 
club, and then we would give it to her. 

She died at 89 in 1951. She was at that time living at a three-story 
building at 6626 South Perry Avenue. They treated her nicely 
there, and she decided she wanted to live there. 

I brought her to my home for 3 months after she fell and broke her 
shoulder. She had no help. She had a wheelchair so she could push 
herself around. 

I met these old folks at these homes. My wife and my sister and 
brother used to shop around, and I would finally have to pick a spot. 
These homes in Chicago—I have been there where they have been ar- 
rested for violating the building code, not being fireproof, and I started 
in 1943 by writing letters to every Governor of the United States 
telling him about the need of doing something for our old men and 
women who have a limited income or are living on social security. 

I wrote to Governor Greene and got a reply that the question of regu- 
lating their rates was up to the housing administration and rent con- 
trol, and where they were furnishing board, and nursing service in 
addition, they had no control over it. 

So you have to pay through the nose and like it. That was the basis 
of their statements. 

I have letters here from 1943. I wrote to Governor Dewey of New 
York and Governor Dewey of New York replied that he would try to 
do something about it. 

New York State has borrowed money from the Federal Government 
and they are the only State in the Union that I have found that now 
has established an old-age rest home supported by Federal grant, 
borrowed Federal money. But they have to have FHA loans. 

The county and the State are now operating rest homes on a one- 
story level, and those who are able to walk up to the second floor, go 
up to the second floor. That is just an individual proposition there, 
but there isn’t any other place in the whole United States that is fur- 
nishing living quarters for these people. 

We have here in the county Oak Forest Rest Home. It is for char- 
ity cases, and that is 25 or 35 or 40 miles away from anybody in the 
city. In that place I would say 60 percent of the people living there 
are paying part of that income that they receive from old-age assist- 
ance, social security or any other income, in monthly allotments as they 
receive them. The other 40 percent are pure charity cases. 

Now, we have here—I have been down to Aurora, Ill., and other 
places to look over these homes maintained by private individuals. 
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Most of them are charging a reasonable price, but when you get closer 
into Chicago and the bigger cities, they take you for all that they can 
get. Many of them will take $5,000 or $10,000, every dime they have 
got, and agree to keep them the rest of their life, but after a while they 
push them off to the old poorhouse. That is what they are doing all 
sone thecountry. Ihave masses of evidence here by which I can prove 
that. 

Mr. O’Hara. Mr. O’Connor, you have submitted this to the Frater- 
nal Order of Eagles, and by the way, what is the membership of that 
organization ? 

Mr. O’Connor. We have 1,580,000 members paying dues, about 
500,000 that are behind. 

Mr. O’Hara. And through your dynamic presentation, the Frater- 
nal Order of Eagles has endorsed this legislation ? 

Mr. O’Connor. Yes; in March 1954 I prepared a resolution to the 
1,358th Fraternal Order of Eagles to have the Federal Government 
amend the Housing Act to provide funds therefrom to build old-age 
rest homes. 

I introduced a resolution at the State convention of the Fraternal 
Order of Eagles held in May 1954, which said that we now seek to 
provide housing facilities for 

Mr. Apponizi1o. Mr. O’Connor, it is not necessary to read it. If you 
just place it in the record, it will be a part of your statement. 

Mr. O’Connor. All right; I had these printed and sent them to 
every United States Senator and Congressman, to every governor in 
the United States, with a letter asking for support. 

Mr. Apponizio. Mr. O’Connor, we appreciate your testimony. 

Unfortunately, we are pressed for time. We have several other 
witnesses. 

Mr. O’Connor. All right; I will hand this to the reporter, this reso- 
lution. I want to say further that in 1954 the national convention of 
Farternal Order of Eagles also endorsed the resolution ; again in 1955 
the national convention of the Fraternal Order of Eagles, at Mil- 
waukee, Wis., endorsed the idea of establishing old-age rest homes, 
and that is in their program now. 

I also received a letter from the national president of the Fraternal 
Order of Eagles in which he tells me that he is going to put it in the 
Eagles’ magazine, and through the membership of the organization 
will send an individual letter from himself as president to every mem- 
ber of the Eagles all over the United States urging them to support 
this legislation. 

One more thing I want to add. The Federal Post Office Employees 
and Clerks Union in Connecticut have endorsed the idea of establish- 
ing old-age rest homes because of the fact that the assistant secretary 
there happens to be the president—the president happens to be a 
member of the Eagles. Every post-office employee in the United 
States will be behind this law. They are with it now, and I have 
knowledge that many other organizations are with it. 

We first endorsed this resolution in 1945 when Pete Snyder was 
present. I sent that resolution all over the country, and I got no- 
where. I got nowhere until Congressman Barratt O’Hara took the 
ball and introduced the bill. 

Mr. Apponizi1o. I want to assure you that Mr. O’Hara has made 
a valient fight for this legislation. 
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Mr. O’Connor. Mr. Rains, I want to compliment you on the fine 
job I read about your doing in the Eagles magazine. 

Mr. Apponiz10o. We will have to cut you off now. We have other 
witnesses. 

Mr. O’Connor. I have another clipping here from the Chicago 
Sun-Times, which shows an old couple sitting in a park. It says, 
“Qld-age problem.” Above them are three hawks. It says, “Loneli- 
ness, neglect, improper care.” I want you to see this. 

I paid my own way for all of this printing. 

Mr. Apponiz1o. Thank you very much. 


(Two news clippings and resolution and letter to President Ejisen- 
hower follow :) 


[From the Chicago Daily Sun-Times, Monday, August 2, 1954) 
Foster HOMES FOR AGED 


The large increase in the number of aged patients in the State’s mental hospi- 
tals poses a vexing problem for State welfare department officials. 

Medical progress and the longer life expectancy people have today have natu- 
rally increased the percentage of persons 65 and over. But the increase in aged 
patients is out of proportion to this population increase. 

In the last 30 years the percentage of those 65 and over in L!linois had doubled. 
In approximately the same period admissions to Illinois mental hospitals of this 
age group have quadrupled. 

The problem is primarily social rather than medical. While some of the 
aged do have positive mental illness, most suffer only from senility. They are 
not psychotic, but they need sympathetic care, proper housing, and medical super- 
vision. The State’s overcrowded mental hospitals are not the proper place for 
them. 

It is unfair to the taxpayer to shoulder a burden that is basically a family re- 
sponsibility. It is unfair to the patient, since he has to bear the stigma of com- 
mitment to a mental institution. 

It is unfair to hospital administrators who have more than enough specific 
psychiatric work to do. It is unfair to the State mental health division for the 
same reason. 

Dr. Otto Bettag, State welfare director, sees the problem as twofold. One 
aspect is that society has moved away from the tradition that families take care 
of their own aged. The other is that there has never been a clear-cut decision as 
to which governmental level is primarily responsible for the aged when they do 
become public charges—the city, the township, the county, the State, or the 
Federal. 

The State has realized a considerable sum in its efforts to make families which 
can afford it share in the cost of mental hospital patients. But this doesn’t solve 
the real problem of removing from the hospitals the thousands of aged patients 
who don't really belong there. 

A better approach is the State’s program of housing with private families pa- 
tients who should be outside the hospitals, a sort of foster-home program. This 
has to be done at a community level by hospital social welfare staffs. 

It has been successfully done in Jacksonville under the direction of Sema 
Levinnson, psychiatric social worker there, but normally it is difficult for over- 
worked social welfare staffs to promote it in other communities. The program 
hasn’t been able to go far enough. 

A Chicago research team headed by Leonard Z. Breen, assistant professor of 
sociology at Illinois Institute of Technology, studied the problem of the aged 
whose families cannot or will not take care of them, and recommended foster 
homes as a sound answer. 

Intensification of the State’s program would help, but local communities, pri- 
vate charities, and fraternal organizations must undertake a major share of it. 
Government has a responsibility for the welfare of its citizens, but society itself 
should play a greater role. Turning the aged over solely to taxing bodies is not 
wise financially, socially, or morally. 








178 INVESTIGATION OF HOUSING, 1955 


Blue Monday In The Park 








a 


a —_— 6 oe he oO — 


a. ma Gt fet 


a tee Gh Gt bt Oe ae 


- i ae 


INVESTIGATION OF HOUSING, 1955 


[From the Daily Calumet, Chicago, I1l.] 
O’CoNNOR PUSHES EAGLE ACTION IN BEHALF OF ELDERLY 


Attorney Alfred O’Connor, of South Chicago, has made public the text of a 
resolution calling on Federal, State, and local governments to provide old-age 
rest homes for America’s elderly citizens. The resolution was adopted at the 
recent State convention of the Fraternal Order of Eagles. 

South Chicago Aerie No. 1358, of which O’Connor is a member of many years 
standing, first adopted the resolution. Later it was approved by the northeast 
district of the lodge. O’Connor now plans to present the document at the national 
convention. 

“The Eagles fostered old-age social security pensions, which are now law,” 
O’Connor said. ‘‘We now seek to provide housing facilities for the elderly folks 
of America—within their means to pay for their own maintenance and support 
in healthy, fireproof homes.” 

Here is the text of the Eagle resolution sponsored by Mr. O’Connor : 

“Whereas there are old-age rest homes maintained and operated in various 
parts of the country in many cities, towns, and villages throughout the United 
States wherein elderly men and women who receive old-age assistance or are 
living on a pension or other modest income are required to seek a place of resi- 
dence where they do not have room to live with their children due to present 
crowded housing situations throughout the country, and; 

“Whereas many of the present old-age rest homes are practically boarding 
houses an dare virtual firetraps and many of them have burned down, killing 
their elderly occupants and which are unsafe and not fireproof; and 

“Whereas many of the present privately operated old-age rest homes charge 
large and exorbitant fees from $100 to $150 and $200 per month and in many 
cases their charges are so exorbitant that even though the sons and daughters are 
desirous of assisting their parents financially, they are unable to do so; and 

“Whereas many of the men and women who desire to live in decent housing 
may need nursing or medical care from time to time and the money they receive 
from pensions or social security or other modest income is not sufficient to en- 
able them to secure proper living quarters wherein they could pay their board, 
room, and maintenance on money the yare receiving from such sources; and 

“Whereas, there is a housing shortage in the United States and the Govern- 
ment has assisted in constructing some projects for many people who have more 
than sufficient income to maintain and support themselves, but the Government 
has done nothing to enable our elderly men and women of America find clean, 
healthy, safe homes in which to spend their declining years and there is a dire 
need to furnish old-age rest homes and construct public housing or to construct 
old-age rest homes in various parts of the large cities where elderly men and 
women could live in the communities and neighborhoods wherein they have spent 
their lives and there is need of construction of such housing as old-age rest homes, 
and; 

‘“‘Whereas, the Federal, State, and local governments have contributed and 
cooperated in the construction, management, and operation of various public 
housing projects throughout the country and have done nothing to help the elderly 
men and women of America to secure housing where they could enjoy their de- 
clining years and have proper clean, healthy homes with nursing and medical 
care and they are in need of assistance immediately throughout the United States. 
Therefore, be it 

“Resolved, That the Fraternal Order of Eagles urge the Federal, State, and local 
governments to establish old-age rest homes throughout the various cities, com- 
munities, and villages of America to be owned, maintained, or operated by the 
Federal, State, and local governments, to furnish housing facilities and safe, 
healthy, and clean living quarters under the care, maintenance, management, and 
supervision of the Federal, State, and local governments and they be urged to 
pass legislation for the construction, maintenance, and operation of old-age rest 
homes throughout the United States of America and in various communities of 
our large cities, towns, and villages to enable the elderly men and women of 
America of modest means to have clean, healthy, and safe housing facilities and 
homes in which they can spend their declining years within their means and 
ability to pay for their own care and maintenance. Beit further 

“Resolved, That the State convention of the Fraternal Order of Eagles be urged 
to pass a fitting resolution for said purpose and the Grand Aerie Convention of 
the Fraternal Order of Eagles at their next annual convention be urged to pass a 





180 INVESTIGATION OF HOUSING, 1955 


resolution in favor of construction of old-age rest homes and requesting Federal, 
State, and local governments to cooperate in accomplishing said purpose by appro- 
priating proper funds and passing legislation for the purpose of accomplishing 
such housing facilities.” 


LocAL AERIE SECRETARY, FRATERNAL ORDER OF EAGLES. 


My Dear BrorHer Eacre: The Fraternal Order of Eagles, who were pioneers 
in securing the passage of workmen’s compensation laws, old-age pensions, and 
social-security legislation, have now endorsed a proposal that the Federal Hous- 
ing Act be amended to provide for the construction of old-age rest homes for 
elderly men and women of America of limited income, or who may be living 
under social-security or old-age pensions, so that they can live in low-cost rental 
homes within their means and ability to pay their own maintenance and support. 

The Fraternal Order of Eagles, South Chicago Aerie, No. 1358, passed a resolu- 
tion favoring the establishment of old-age rest homes. In May 1954 the State 
convention of the Fratenal Order of Eagles of Illinois passed a resolution favor- 
ing the passage of laws to amend the Federal Housing Act to provide for the 
building of old-age rest homes. On August 2, 1954, the national convention of 
the Fraternal Order of Eagles passed a resolution favoring the establishment of 
old-age rest homes and stated: “Our elderly men and women of America have 
a special problem in securing housing facilities and we believe that something 
should be done to assist them.” 

Thereafter, I sent copies of the resolution to the President of the United States, 
all Cabinet members, Congressmen, and Senators, urging them to support neces- 
sary legislation to relieve our older citizens the necessity of living in hovels and 
firetraps and paying exorbitant charges beyond their ability to pay. As a result 
of this letter, many Congressmen and Senators replied stating they were inter- 
ested in this problem and would support such legislation. 

When Congress convened in 1955, Congressman Barratt O’Hara, of Llinois, 
introduced House bill 3919 as an amendment to the Public Housing Act to pro- 
vide for the building of 250,000 units at the rate of 50,000 units for each of the 
next 5 years, out of public housing funds. These dwellings would provide low- 
rent housing for elderly couples, or elderly persons, who have no plaee to call 
home, and where they could maintain themselves within their limited income or 
means of support with dignity. This bill is supported by Republican and Demo- 
cratic Members of the House. 

A companion bill has been introduced in the United States Senate as Senate 
bills 1412 and 1642 by Senator Sparkman, of Alabama, and is supported by 
Senator Homer S. Capehart, of Indiana, former Senate Banking Committee 
chairman, and is likewise supported by Democratic and Republican Senators. 

Our elderly men and women of limited income or who live on old-age pensions 
or social security cannot find living quarters in rest homes where the charges 
range from $100 to $200 per month per person. Many rest homes are unsafe, 
unclean, and firetraps. Some States send their old people to mental institutions 
for lack of better facilities. They are entitled to enjoy their declining years in 
healthy, safe homes where they can pay their own way on their limited income 
and enjoy a feeling of independence. 

The plight of-our 13 million elderly persons, who in their youth did so much 
to make our country a better place for all of us to live happier lives, is a sad 
reflection on all of us amid such bountiful prosperity. We should remember the 
Fourth Commandment, “Honor thy father and thy mother.” We should not 
forget the great principles of our order. We should once again become the pio- 
neers in this cause as years ago we so successfully pioneered workmen’s compen- 
sation laws, old-age pensions, and social security. 

I am enclosing herewith copy of proposed letter which, if you are in accord 
with the proposed legislation, you will send 3 copies to each of your aerie mem- 
bers and urge them to send 1 letter to each Senator of your State and 1 letter to 
each Congressman of the district in which the member resides. 

Please let me hear from you at your earliest convenience in regard to this 
matter and your plans to urge members to contact their Senators and Con- 
gressmen so that passage of this legislation can be accomplished at this session 
of Congress. 

As chairman of our local aerie in this social problem, we are anxious to have 
this legislation passed. I have been confronted with this problem for over 20 
years until my mother’s death and I know from inspection of old-age homes that 
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we must help our old people. If every member contacts his Congressman and 
Senators we can reach our goal. 
If you can cooperate in mimeographing some letters, please have member insert 
name of Senators and Congressmen at top of sample letter enclosed. 
I have been an Eagle over 35 years and have just been elected president of 
my aerie. 
Fraternally yours, 
ALFRED O’CONNOR, 
Old Age Rest Homes Committee, South Chicago Aerie, No. 1358, Fraternal 
Order of Eagles. 


CuHIcaGo 17, ILL. 


P. S.—Will you be kind enough to send a letter yourself immediatley to your 
United States Senators and Congressmen of your district similar to the enclosure? 
Your cooperation will unquestionably bring immediate results. 


Hon. Dwight D. Eisenhower, the President of the United States, and Honorable 
Members of the Cabinet; the Honorable Senators of the United States, and the 
Honorable Members of the House of Representatives in Congress, Washington, 
D: G. 


HoNORABLE Dear Sirs: Enclosed herewith please find copy of a reprint of a 
story published in the Daily Calumet on June 23, 1954, announcing that the 
Fraternal Order of Eagles have adopted a resolution asking Federal, State, and 
local governments to build, maintain, and operate old-age rest homes out of 
public housing funds. 

The purpose is to provide housing facilities for the elderly men and women of 
America wherein they can pay for their own maintenance and support within 
their own means and ability to pay, in clean, healthy, fireproof homes. 

Our Government allows approximately $72 for the man and $36 per month 
for the wife under social security, and a large number of the cases of persons on 
a pension are on a similar basis. Many elderly men and women have only a 
small income of their own with which to maintain themselves. The difficulty 
is that most of the old-age rest homes charge exorbitant fees, all the way from 
$100 to $200 per month per person, for unhealthy, unclean, firetrap places, which 
are practically boarding houses. Many of them have burned down killing the 
elderly occupants. 

Many of our elderly men and women cannot live with their sons or daughters 
due to the present housing shortage, as the majority of families live in 3-, 4-, or 5- 
room homes, so that there is no place for the elderly folks. In many instances 
the son-in-law or daughter-in-law, due to personal reasons, do not desire their 
in-laws to live with them, preferring to live alone. 

We should remember the Fourth Commandment, “Honor thy father and thy 
mother” and, we should not neglect the fathers and mothers of America and 
just give them a mere pittance and then let them shift for themselves or go to 
some of the poor farms. We should furnish the fathers and mothers of America, 
out of public housing funds, a decent place to live, in the communities in which 
they have spent their lives, and close enough to have their children and grand- 
children visit them. 

The resolution has been adopted by Fraternal Order of Eagles’ aeries in over 
30 different States and was adopted by the South Chicago Aerie No. 1358, and 
by the Chicagoland Aeries and on May 28, 1954, was unanimously adopted at the 
Illinois State Convention of the Fraternal Order of Eagles and will be brought 
up for consideration at the national convention to be held in Chicago, July 29, 
30, 31, and August 1. 

I have taken this problem up, and am advocating its adoption, because I had 
to face the problem for over 20 vears, taking care of my mother in rest homes, and 
have had additional contact and experience with numerous people who daily 
come into my office and who have practically the same problem. It is a problem 
that deserves your serious consideration. 

Many people who are receiving public housing are not in need of it nearly 
as much as these elderly men and women of America who are in actual need of 
public housing, to provide old age rest homes where they can get the proper care 
and attention they deserve. 
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Hoping you may give this matter your careful and thoughtful consideration 
and that you will act favorably upon it, I am, 
Sincerely yours, 
ALFRED O’CONNOR, 
9152 Commercial Avenue, Chicago 17, IU. 


Mr. Apponiz1o. The next witness is Dr. Leonard E. Breen, director, 
Criteria of Aging project. 
Will you identify yourself and proceed ? 


STATEMENT OF DR. LEONARD E. BREEN, DIRECTOR, CRITERIA OF 
AGING PROJECT 


Mr. Breen. My name is Leonard Breen. I am assistant director of 
a project entitled “Criteria of Aging,” which is sponsored by the 
National Institute of Mental Health. 

This project is at the University of Chicago, combined with the 
facilities of the school of medicine, the department of sociology, the 
school of business and the department of psychology. 

I have also conducted a study of a home for the aged in Danover 
County, Ind. A report on that has been published. ‘T have brought 
with me this afternoon also a report which was developed by the 
Council of State Governments, and I left several copies of that report 
for this committee. That report I think is one of the best summaries 
that we have of research on the aged and problems of the aged. 

I am sorry that I do not have a prepared statement, but I do have 
some notes, and I will try to make it as brief as possible. 

I have before me also a copy of Resolution 3919 by Mr. O’Hara in 
which I have a great deal of interest and about which I would like to 
make a few comments a bit later. 

My interest today is in pointing out just about two salient points 
that ought to be considered when one does consider housing for the 
aged and legislation for such housing. 

It seems what we have done in the past is make certain presump- 
tions about who the aged are and what kind of persons they are. We 
have for a very long time considered that an appropriate place for 
housing the aged is out in the country where they can have all the 
green grass and walk around and be quiet and commune with nature. 
What we discover in our researches is that this is not necessarily so 
at all. Not only is this not appropriate for such persons who have 
lived in an urban existence all of their life, but they don’t want it. 
They want to be in the city where they can be close to the facilities 
of the community. They want to be a part of the community. 

Mr. Barrerr. In other words, they don’t want to be institu- 
tionalized. 

Mr. Breen, Precisely. They want to stay in a home, their own 
home, if possible; if that isn’t possible, something as close to that as 
possible. 

Mr. Apponiz1o. Do you think they should be placed im the public- 
housing projects? One of the objections raised to that kind of hous- 
ing is that they would be institutionalized. 

Mr. Breen. We have a project here in Chicago, Prairie Avenue 
Courts, a public-housing project, at 26th, which extends over to 
Prairie. One of those buildings was set aside by the Chicago Hous- 
ing Authority for aged persons, 60 and over. 
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We conducted a study there. We had a committee. I was the 
chairman of that committee for the first year of its operation, attempt- 
ing to assess the desirability of such housing. 

We decided that this was probably as close as you could come, given 
existing circumstances, to desirable housing for such purposes, be- 
cause it t keeps them in the community and at ‘the same time it provides 
them with low-rent housing. 

Now, this is not necessarily appropriate for all kinds of persons, 
and the thing that we also decided about that particular project was 
that persons were in a sense being segregated by being placed in a 
building, aged persons. 

Now, it seems that it would be desirable to have persons able to get 
into public-housing projects more easily than is now possible, but not 
in a segregated sense. ‘This is one of the things about which I was 
concerned in reading the bill where there is the word used “exclu- 
sively.” I would think that it would be better if somehow that word 
“exclusively” could be converted to a sense of a minimum amount of 
housing in public-housing projects being devoted to persons in their 
elderly years rather than being designed exclusively for them. For 
one thing, this does set them apart as being somehow different. 

Mr. Barrerr. Of those 200 units in that project, what percentage 
of them would you say should be for the aged ? 

Mr. Breen. It should be a proportion much larger than the propor- 
tion of aged persons in the society. I say that for this reason: Per- 
sons in their older years are simply not able to make as much money 
as younger persons. ‘This is partly because of past legislation. We 
did not codify this understanding in the thirties when the Social Se- 
curity Act was passed making 65 the retirement age and thereby mak- 
ing it easy for industry to accept this age and say to persons, “This 
is the time to retire.” ‘Therefore we have made it exceedingly diffi- 
cult for such persons to go on working; hence difficult for them, to go 
on making a living and being in a position to afford private we ah 
Therefore we have an obligation to make a higher proportion of 
public housing available for them. 

I think we should not set a fixed amount for any particular project 
except to say perhaps at least such a proportion. 

In just my own thinking about this—and I have no statistics to 
support this at all—I would say that 30 percent would be a good 
minimum, not maximum. I would say that we ought not to have 
housing exclusively for the aged, but minimum housing for the aged. 

I would like to make this other point 

Mr. Apponiz1o. This would be based primarily on their income? 

Mr. Breen. Not necessarily. Public housing for the most part 
makes the argument, I think, that it is for persons who can’t afford it. 

Mr. Apponiz1o. One of the basic features in public housing is the 
income limitation. 

Mr. Breen. That is right; and I think that the income limitation 
is not a serious problem for the aged. They can meet this without too 
much trouble. It is interesting to note, for instance—— 

Mr. Apponiz10o. What I am getting at is you don’t propose to open 
it up to all people you consider aged indiv iduals. 

Mr. Breen. No; I would keep the income limitation, certainly. We 
find that aged persons who are able to make enough money do con- 
tinue to live in their own housing, and are able to maintain it. 
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In fact, a greater proportion of the aged continue living in a single- 
family home than do young persons—younger persons, but at the 
same time there is another large part of this population, over 12 
million persons, that are not able to finance their own home and these 
are the persons that I think have to be dealt with. At the same time 
we don’t want to reject this person simply because they are indigent. 
Because they are indigent we have a responsibility to them. Because 
they are indigent, we should not say to them, “You belong on the poor 
farm,” and then cast them out. 

Essentially this is what has been happening in some of the counties 
around the country. I studied one such home and was distressed to 
find that true. It seems these persons want to and ought to be able 
to live in the city, able to be close to the facilities, if they want to go 
toa library, a theater, a shopping center. 

Mr. Barrerr. As to income, anyone you would classify as indigent 
would be eligible, but as to age, everyone 65 might not be eligible. 

What would be your suggestion for the basis of getting a bill 
through in this regard? We had a good bill that the conferees struck 
out. They said men 65 are just as productive in many cases as men 
35 and 40. 

Now, what would be a practical approach in order to make it stick 
and get the legislation through the conferees? 

Mr. Breen. Well, sir, I must admit that I don’t think I am equipped 
to give that kind of answer. I wouldn’t just want to say anything 
about this. I am afraid that I just couldn’t give a reasonable kind 
of answer to that question. The premises on which this would be 
based are certainly appropriate. Our study is concerned with this very 
proposition that persons of 65 are not all old in the same way; that 
persons ought to be able to continue to work if they are able, and 
if they so desire. : 

That is why we have brought these various understandings of 
medicine, psychology, and sociology together. 

Mr. Barrerr. Would it have any sound ring to say that they could 
be investigated—and we do in a relief category—to find out who is 
eligible and who is not eligible ¢ 

Mr. Breen. I think that would certainly be the way to deal with it. 

Mr. Barrerr. And use 65 as the minimum age ? 

Mr. Breen. Yes; if a certain number of units within a project are 
allocated to persons 65 and over, then various ways of dealing with 
the persons selected could be instituted without too much trouble, 
I think. It would be a matter of investigation to discover which per- 
sons were eligible, and this would be an administrative problem once 
the legislation is gotten through. 

Of course, the legislation must be clear, I think, in stating that these 
things, when supported by the Federal Government, ought to be part 
of a building program within the community and that only a part of 
the housing units being built should be allocated to these persons, but 
a specific amount ought to be so allocated. | 

Mr. Asutry. Doctor, if the retirement age for women is reduced 
to 62, as appears to be likely, would that then determine the definition 
of an elderly person for the purposes of the program that you are 
setting forth here? 

Mr. Breen. I think that legislation, whenever it states a fixed age 
for retirement of any kind, will become translated in industrial terms 
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and will become the fixed age for retirement in industry so persons 
will be retiring at that age. I think this raises the other question 
which can be dealt with better by the next speaker, Mr. Grossman: 

Individuals ought to be able to get into public housing because we 
have such a large proportion of widows. Over age 65, half of the 
women, once married, are now widows. These people, when living 
alone, are not eligible, yet they should be. 

Mr. Asniey. Do you feel that the Federal Government has a respon- 
sibilty to elderly citizens other than the responsibility to afford them 
decent, safe, and santiary housing in public housing units? 

Mr. Breen. I think that the Federal Government has a respon- 
sibility to older citizens to simply see to it that they are afforded the 
same rights that other persons are afforded, at least not to see that 
their rights and opportunities are being impinged upon. 

Mr. Asniry. Well, now, of course there is the practical situation 
of an income limitation as far as public housing is concerned. While 
that might be varied for elderly people, there would still be a limi- 
tation and of course what I am trying to find out is whether you feel 
that the Federal Government has some kind of responsibility to people 
who may not qualify for public housing. They may be just over that 
income limitation and yet they may be in need as a matter of actual 
fact. 

Mr. Breen. I would say that we tend to overstate our obligation to 
the aged. Simply because a person is over 65, he is not necessarily 
therefore a person who needs very special treatment. It seems that 
an income limitation should be held to, and I dont’ think among the 
aged that would be a special program, since their income, on the 
average, is about half of that of the average person. 

Mr. Asutey. Well, as I see it, the need of elderly people is a 
relative thing, and it can pretty well be measured economically, of 
course. The best kind of program, I think you will agree, would 
be a program which answers this relative need. At any particular 
level that would be the amount of responsibility that the Federal Gov- 
ernment would assume, and that of course, is a very difficult program 
to come up with. 

What you have suggested, as best I am able to tell, is a program 
which recognizes a rather static need at the bottom of the economic 
ladder and seeks to answer that need and accept the responsibility 
in that area. 

Mr. Breen. Well, I meant to indicate that only because I was talk- 
ing to the problem of public housing. I think that is appropriate, 
yes. 

Mr. Asutey. Well, I wonder, sir, whether you had anything beyond 
your views on public housing which would be in the nature of a 
program which would meet the responsibility and apportion it to 
the need. 

Mr. Breen. We have discussed this, and I do have ideas. I am 
sorry I didn’t understand this kind of thing would be asked. I 
thought I would be asked simply about the area of public housing. 

Mr. Asner. Well, we don’t very often get a chance to ask ques- 
tions of professors at universities. 

Mr. Breen. Other persons do. 

Mr. Apponizi0. I have one other question, Doctor. 
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I was wondering whether you have given any thought to these 
elderly people who might be in a position to buy housing but because 
of the present restrictions of FHA, the credit regulations, that they 
find themselves in a position where they can’t do it. I was wonder- 
ing if you had given that any consideration, as to what you would 
suggest FHA might do to ease some of these regulations. 

Mr. Breen. Again, to be frank to you, I am afraid I don’t have an 
answer to that kind of question. I am a sociologist, I am afraid, and 
not an economist, and so I haven’t thought in those terms. 

Mr. O’Hara. Thank you very much, Dr. Breen. You have been 
very helpful to this committee. 

Mr. Breen. I would like to call your attention especially to the 
first two parts of that document and also to say that other copies are 
available, should you desire them. 

Mr. O’Hara. My very good and beloved friend, Mr. Burgess, ren- 
dered a great service to America in this study of the problems of the 
aging. 

Mr. Breen. I certainly agree with that. 

Mr. O’Hara. I hope the committee will use this report. It will be 
a fund of information which will be most helpful. 

Mr. Breen. Thank you for that comment. I shall tell Mr. Burgess 
that. 

Mr. Apponizi1o. Any further questions? 

Mr. Barrerr. Just one. 

Doctor, because of your interest in the aged I was wondering if you 
have given consideration to the paraplegics who have need for public 
housing ¢ 

Mr. Breen. No, sir; we have not. 

Mr. Apponizio. Thank you very much, Doctor. We appreciate 
your testimony, and I am sure that the committee will give it very 
serious consideration. 

Mr. Breen. Thank you very much for the opportunity to be here. 

Mr. Apponizio. Our next witness is Mr. Ben Grossman, Drexel 
Homes, Inc. 

Mr. O’Connor. Mr. Congressman, in the short time before the next 
speaker starts I want to make two observations. 

The Government forces retirement at a set age figure, and there are 
contentions of the Federation of Labor that they should increase 
social security. Old-age rest homes should be only for the aged, so 
that they can live with their elder aig and not with children playing 
around, which may annoy them, but they can be in homes bult only 
for aged persons in their own neighborhoods where they spend all of 
their lives and not forced into being an expense to public housing. It 
is a plan of Government that forces people to retire. They should 
take care of them and give them some place to live and not make them 
go fend for themselves like a beggar. 


STATEMENT OF BEN. GROSSMAN, DIRECTOR, DREXEL HOMES, INC. 


Mr. Grossman. Mr. Chairman, members of the committee, I am Ben 
Grossman, a director of Drexel Homes, Inc., a home for the older 
people. 

I have worked for the past 16 years making studies throughout the 
country, as well as in your district. Though I direct a home for the 
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aged I am in agreement directly with Dr. Breen about the fact that 
people should live in their own homes as long as possible, no matter 
what age. : 

Now, I have a statement here. It is about 15 or 20 minutes, and I 
think that possibly I will delete some of it so we can have some dis- 
cussion. 

Mr. Apponiz1o. Mr. Grossman, we would appreciate it if you would 
place it in the record, and perhaps just summarize some of the 
thoughts that you have. 

Mr. Grossman. All right. 

I have in my report said many times people who live in various 
homes or public housing, that most of the housing is not planned for 
their living. Although there are in Chicago 2,300 persons 65 years 
of age and over who are tenants in the low-rent projects, the people 
who live there after a spouse passes away amount to 1,055 people who 
are still there of the 13,194 housing units, or 8 percent of the total 
population. Of course, this is not within the plan. I might say, 
true, that the general condition of housing occupied by the people of 
Chicago 65 years and over is worse than is the case with respect to 
the general population. Actually, 14 percent of the people live in 
substandard housing in comparison with 12 percent, and their rent 
is also higher than in proportion to the general population. 

Now, as far as their needs are concerned, I might say that they need 
more than just a roof over their heads. There is the psychological 
and sociological factors that are involved in their living. Older peo- 
ple should live near public transportation, and they should have shop- 
ping facilities. They should be near recreation facilities, and near 
medical care, near cafeterias, near the usual circle of friends. They 
should be away from traffic hazards, but not overprotected. They 
should also be close to a church or synagogue. ‘There are many special 
kinds of designs and treatment that ought to go into housing for older 
people. The equipment should be of proper height, the shelving and 
the cupboards, the sink, to eliminate bending. The floors should be 
nonslippery and hand rails on bath tubs, and so on. 

I will not go into detail. Physical features alone cannot make good 
living arrangements, and it has been found through research and ex- 
perience that older people’s lives can be strengthened by extending 
community services into their homes, friendly visiting and counseling, 
nurses’ aids, and so on. 

I definitely feel, and I would like to make the following recom- 
mendation for the possibility of legislation in the future: I think 
that Congress ought to authorize an expanded program of Federal aid 
for public housing because according to the National Housing Con- 
ference, and many other national and public interest groups, a pro- 
gram of 200,000 units a year for 5 years is needed to meet the needs 
of low-income people. The Federal law should be amended to make 
single persons, particularly older people, eligible for admission to 
existing and future federally aided projects. 

_ The Federal Housing Administration should adopt a policy requir- 

ing that an appropriate number of units in public housing in a suitably 

located project be designed for occupancy by aged individuals and 

couples, and in answer to the Congressman’s question a while ago 

New York has set aside an average of 6 percent for their housing 
68692—56—pt. 3——_13 
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projects, and I think, too, working as a team, the National, State, and 
local housing authorities should develop and expand the community 
services such as: Home care, recreation, housekeeping services, and 
nursing services to older people who live in public housing or else- 
where. 

Government loans should be provided to cooperatives, municipali- 
ties, and other nonprofit groups to build low-cost or low-rent housing 
for older people. 

The United States Housing Act of 1937 to permit the exercise of 
wider discretion by local authorities in establishing preference for 
admission to federally aided low-rent public housing, occupancy by 
aged persons without regard to the statutory preference for veterans 
and families displaced by low-rent housing and public slum clearance 
and redevelopment project or by other governmental action, where 
necessary to avoid unusual hardship. 

Legislation should be enacted to prevent discrimination against an 
aged person who may be a prospective home mortgage borrower who 
meets normal and prudent standards of acceptable risk. 

The Federal Housing Agency should undertake a demonstration 
program to help builders willing to build and sell or rent housing for 
the aged with a guaranty against losses which they might sustain in 
such an operation. 

Through Government resources, there should be extensive research 
for study of existing facilities and trends and an appraisal of current 
efforts in housing the aged. 

There are many nonprofit philanthropic, fraternal, religious, and 
other groups which own and maintain homes of the institutional type 
for aged people. These groups may find it possible to act as sponsor- 
builders or owners of apartment developments to house older people 
under their supervision. These new facilities could be near the exist- 
ing institution, thus giving the apartment residents access to medical 
and nursing care, recreational and social facilities, and housekeeping 
services of the institution. The institution would be available when 
the older person can no longer live independently. 

Just for a moment let me say this: 

Older people are people. No one is cut out to one pattern. They 
are human, and have the definite rights of living as other individuals, 
and the housing problems of the aged are serious and widespread. 

It seems that we in effect are subsidizing slums by providing aid to 
pay rent instead of building suitable housing. The aged have eco- 
nomic, social, and political implications that affect all of us, and it is 
not a disease to be aged. It can be a stage of wisdom and experience. 
The problems of aging have become our problem insofar as we have 
failed to provide for them those basic necessities and supports that 
they were once able to provide for themselves in their prime of life, and 
T am sure that with your interest in older people—because I might, if 
T may be presumptuous, as throwing out a warning—we too here who 
aren’t in the aging category, are going to get that way, and we better 
prepare for it so we don’t suffer as they do today. 

Thank you for listening. 

Mr. Apponizio. Mr. Grossman, let me say that I think you have 
made a very fine and able presentation. I can see that you have given 
much thought and study to this question, and I am sure that the mem- 
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bers of the committee appreciate your being here today and giving us 
the wisdom of your knowledge. : 

I don’t have any particular questions to ask you. I think you have 
covered the situation very adequately. However, I will defer to my 
very able and distinguished friend, Congressman O’Hara, whom I am 
sure has something to add. 

Mr. O’Hara. Mr. Grossman, I think you will be interested to know 
that when our able staff director and general counsel came from 
Washington to Chicago to prepare for this study, they made a number 
of inquires and your name was suggested by everyone as a witness 
thoroughly versed in this field. 

Mr. Grossman. Thank you, Congressman. 

Mr. O’Hara. When I came back to Chicago, I made a number of 
inquiries, and all over I heard that Ben Grossman has experience in 
this, he knows the field. 

It might be interesting, I think, to my colleagues, and I know it 
would be a valuable part of the record, to have the story of the Drexel 
Homes. 

Mr. Grossman. Just for a moment do you want me to tell you about 
them a little bit ? 

Mr. O’Hara. Yes. 

Mr. Grossman. Drexel Homes is a place where people come to live. 
Generally homes for the aged have been a place for shelter and food, 
and once in a while care, but there, there are people actually helping 
to run the home for the aged. We feel that people should be as active 
as they possibly can. We feel that there is too much emphasis on 
rehabilitation from a governmental point of view, and from the voca- 
tional end of it. We think that people in the aged category can be 
helped to live like human beings, to take care of themselves, to help 
themselves, and I think that one of the things that I would just like 
to say is the fact that we try to help people do as much as they can as 
well as they can and for as long as they can. 

Our average age at Drexel Homes is 79.8. They don’t get tired. 
Wedo. Because of the fact that they are interested in continuing to 
live. I feel it isn’t only a right to help older people but definitely a 
privilege, and this last recommendation that I have made here I think 
is &@ very important one because we have started an apartment across 
the street from Drexel Home to house 30 people who can live inde- 
pendently who need medical care once in a while. There are more 
people in institutions who don’t belong in institutions today because 
there isn’t decent housing. I think if we had housing there would be 
people who would never have to go to an institution until it is the 
last resort. 

Mr. O’Hara. Do you think, Mr. Grossman, that in building public 
housing for the aged we should build it architecturally to fit into their 
needs ? 

Mr. Grossman. Congressman, I definitely feel that we ought to plan 
and design buildings so that they could live in them, because as years 
go on, just think what has happened since 1950, when the census 
showed 12,123,000. ‘Today is is 14 million as of September 1955, a 16- 
percent increase already. 

Now, people who live in housing today who may be 50 or 55, whose 
income may not increase and still will be eligible, are going to need 
special facilities as they grow older because of the physical hazards 
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in everyday living. I think what ought to be done is designing certain 
units, a certain number of units not for tomorrow but for 50 years 
from today so that we don’t have to change over again. 

Mr. O’Hara. I note on page 3 of your r statement it is estimated that 
in March 1955 in the city of Chicago the aged population was 314,000, 
an increase of 25 percent over 1950. 

Mr. Grossman. That is correct. 

Mr. O’Hara. So housing for the aged becomes an immediate prob- 
lem; doesn’t it ? 

Mr. Grossman. Today 1 person out of every 12 is 65 and over. By 
1975 you will probably have, according to the figures that we have 
received, 1 out of every 7. 

Mr. O’Hara. You will be interested to know that the bill providing 
for a program of housing for the aged is sponsored by some 14 mem- 
bers of the Banking and Currency Committee of the House of Rep- 
resentatives. We find that all over the country there is a strong 
sentiment for the proposed legislation, a sentiment that is not divided 
by party lines or by economic philosophy. We hope to get the bill 
enacted promptly so that we can get started on the program. 

Mr. Grossman. I don’t want to hold you any longer than is neces- 
sary, Mr. Chairman, but there is one thing that I am very strong in 
my conviction about. The older person who has outlived everybody 
and is alone, to me that person is a family within himself. He should 
be considered as a family, and I think the laws should be amended 
definitely to consider that one individual as a family. 

I remember a number of years ago working with the late Robert 
Taft on this very thing. When that matter came up about what 
should be the definition of a family and there was some implications 
and he was accepting the fact that the individual was a family, but 
somehow it fell through and it lost. 

At this point I am “working with Dr. Cronin, the medical director 


of the hospital phase on the Hill-Bergman Act on medical care for 


people not able to live in a community. But the reason for that is 
there isn’t the interest in the individual who has become aged so that 
he can continue living in his own house. They wouldn’t need as many 
institutional beds today if you had decent housing, and if people 
were able to provide them the needs. Where does a person get well? 
He gets better faster in his own home where he can feel more secure 
and feel assured that he is going to be an individual to live along. I 
don’t care how good the units for the aged are, how unregimented, as 
long as the individual has his own place, this to me is what most of the 

veople in Chicago, that I have visited prior to this meeting to see what 
kinds of places they are living in, even if it is a hovel, this is what they 
like. 

Mr. O’Hara. One of our colleagues on the committee recently re- 
turned from a visit to Israel. He said that there they are conducting 
a very interesting experiment. They have a part of the municipality 
set aside entirely for the aged, some of them between 80 and 90. The) 
run their own gover nment and have all the responsibility, and the 
result has been most gratifying. The committee feels very deeply 
appreciative to you, Dr. Breen, and to my good friend, Mr. O’Connor. 
who brings the endorsement of the Fraternal Order of Fagles. 

Mr. Grossman. Congressman, don’t segregate them. Keep them 
with everybody else. 
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(The complete statement of Mr. Grossman follows:) 


HOUSING THE AGED 


INTRODUCTION 


Some people call them the golden years—those years after 65. But many and 
many elderly men and women who live in substandard and dilapidated housing— 
often without friends or family—for these, there are long days and months of 
loneliness, despair, and fear. So many of these older people sit idle within their 
narrow four walls—nothing to do, no place to go and nobody who’s interested. 
And each day brings no hope that the next day will be better. There’s nothing 
to expect—except death. 

Some older people solve it by living with sons and daughters and other rela- 
tions. But how often do our older people want this as a solution. In-law prob- 
lems, crowding, disputed authority, ways of life generations apart—are as old 
as old age itself. 

City life and smaller homes leave little space. Blocked from better neighbor- 
hoods by low incomes, most older people wind up in slums, cheap roominghouses, 
and cheaper hotels. They are concentrated in our decaying districts where they 
sit in a single room, eat, sleep, and cook there, and live in the past. 

My presentation this afternoon, Housing the Aged, deals with the housing 
needs of the majority of aging people, who, if given suitable and well-planned 
living accommodations would be able to take care of their personal needs, capable 
of living independently, and be an active member in our community life. 

Although this report does not discuss, to any extent, the housing of the aged 
who require institutional care because of a chronic illness and/or disabling 
disease, it should not be assumed that institutional housing is a minor problem. 
On the contrary, many more adequate facilities for institutional care are very 
much needed. Then, too, because of the shortage of good housing, some people 
remain in an institution when it is no longer necessary for them to do so. 
This, in turn, prevents others who need institutional care from getting it. 

Improvement of housing for any segment of the population is dependent to a 
large degree on more and better housing for everyone. Government, various 
organizations, and individuals must all work toward this end. However, in hous- 
ing the aged, certain aspects of location, design, services, and management 
require special treatment. If attention is not focused on these aspects promptly, 
many undesirable results may be brought about by groups who may be interested 
in easy solutions which may be detrimental to our older people. 


POPULATION TRENDS 


In classifying aged persons, I have found that there is a wide range of varia- 
tion. In my 16 years of experience working with older people, I have been unable 
to set a standard which automatically determines when a person can be classified 
as one who is aged. We see people who are alert mentally and physically active 
at 80, and on the other hand there are people at 40 and 45 who are considered old, 
particularly, when it concerns employment. 

Under the Federal old-age benefit program and under the retirement plan of 
too many industries, old age begins when a person reaches the age of 65. There- 
fore, in discussing housing for the aged, I find it necessary to speak about people 
65 years of age or older. 

To show the tremendous increase in numbers and rate of increase that has al- 
ready occurred and is expected to occur in the aging population of our Nation, 
I would like to mention briefly that it is very significant to be aware of the fol- 
lowing facts: 

From 1900 to 1950, the number of persons 65 years old or over rose from 
3,080,000 to 12,322,000, representing 8.2 percent of our total population. One- 
third of this increase of 9,242,000 occurred in the last decade. It is estimated 
that from 1950 to 1970 the rate will be only 2 percent, but in terms of numbers 
the increase is expected to be more than 4 million persons. 

What has already happened and is expected to occur nationally concerning 
older people, has occurred and is expected to occur with the aging population in 
the city of Chicago. In 1940, about 5.8 percent—197,079 persons—of Chicago’s 
total population was 65 years old or over. In 1950, 7.6 percent—273,724 per- 


ta 


sons—of our city’s total population was 65 years or over. It is estimated that 
this year (1955) our city’s aged population is 341,000 persons, an increase of 
25 percent over 1950. 
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By 1965, 10 years from now, it is estimated that the aged population will be 
11.4 percent—452,000 persons—of our city’s total population of 3,973,000 will be 
65 or over. With this increase in the proportion of Chicago’s population which 
consists of persons 65 or over, the problems of our older people loom larger 
and more pressing. 

INCOME 


In considering the problem of housing for older people in the city of Chicago, 
and in fact, elsewhere, it is very evident that the problem has been and still is 
an economic one. 

Because of the low average incomes of older persons, the disparity between the 
cost of adequate housing and the ability of older people to pay for it is the largest 
single obstacle for decent housing for the elderly. They are less able to com- 
pete for adequate housing in the present market. Home buying by the elderly 
is not always feasible because of their general low income. This means that 
their housing needs must be met through rental housing. 

There is a considerable range in the incomes of our city’s population 65 years 
or over, but a substantial proportion have low incomes. It is also a reasonable 
assumption that in many such cases the income is either fixed or declining. 

In 1950, about 37 percent of the families in Chicago headed by persons 65 years 
or older had annual incomes of less than $1,000; about 51 percent were under 
$2,000; about 66 percent were under $3,000. These percentages compare, in the 
case of the incomes for all families in Chicago of 9.7 percent less than $1,000; 19.3 
percent less than $2,000 and 37.6 percent less than $3,000. 

In 1952, persons 65 and over were the age group with the lowest income 
in the Nation. The median income of men was $1,247 and of women, $654. 

It is clear that, given some means of increasing the older person’s income above 
a bare subsistence level, or subsidy which would bring the cost of standard 
housing within their’ financial means, many of the people 65 years and over 
would be able to occupy the kind of housing as would be desirable for young 
families—space on one floor, no stairs to climb, automatic heat, no climbing 
to reach shelves, ete. 


MARITAL STATUS 


The need for rental housing as the principal source of housing for our city’s 
aging population is further emphasized by the fact that over 50 percent of our 
older people are single and over 40 percent are married with the wife or husband 
present in the household. In this connection it should be noted that over 50 per- 
cent of our aged population are excluded from federally aided low-rent public 
housing because the United States Housing Act of 1937, as amended, prohibits 
local housing authorities from admitting single persons to initial occupancy in 
such housing. Under present policy, single persons are also excluded from 
initial occupancy of dwelling units in Chicago’s aided no cash subsidy public 
housing projects. 

The Chicago Housing Authority estimates that on June 30, 1955, about 2,300 
persons 65 years of age and over were tenants in its low-rent projects. Old-age 
couples or single persons remaining after death of the spouse occupied 1,055 of 
the 13,194 housing units, or 8 percent of the total. 


CONDITION OF HOUSING 


In general, the condition of the housing occupied by Chicago’s population 65 
years old and over is worse than is the case with respect to the population as 
a whole. Older people occupy a large percent of very low-value and low-rent 
dwellings, and a greater percent of the housing they occupy is dilapidated and 
deficient in plumbing or sanitary facilities. Among dwelling units occupied by 
families headed by a person 65 years old or over, about 14 percent were sub- 
standard as contrasted with about 12 percent for all occupied dwelling units. 


RENT AND RATIO OF RENT TO INCOME 


The percentage of persons 65 years old or over paying very low rents are 
greater than is the case with respect to Chicago’s population as a whole. About 
14 percent paid less than $30 gross monthly rent in 1950 as compared with about 
one-half that percentage in case of the total population. The gross monthly 
rent for household head 65 years old and over was in excess of close to 20 per- 
cent of income for over 50 percent of the cases and in excess of 25 percent of 
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income in about 40 percent of the cases. The Social Security Administration 
found in a study made a few years ago that older people must spend from 37 
to 51 percent of their total budget on rent, heating, and light. 


HOUSING NEEDS FOR OLDER PEOPLE 


About 98 percent of the total population and 96 percent of the population 65 
and over live in private households. Most of our older people prefer their own 
homes. This is desirable because of the sense of security it affords them. How- 
ever, many cannot cope with burdens of living in quarters which are not de- 
signed to take into consideration their physical inadequacies and disabilities. 
There is more to the problem than having merely a sound roof over one’s head. 
There are the psychological and emotional factors and the whole train of human 
relations aspect to their status to be considered. 

If we were to house every aged person and meet his needs, it would be neces- 
sary to have a wide variety of housing and living arrangements. Then, too, 
we would have to take account of the changing needs of the aged person during 
the several decades of his later years. 

We who work with older know that to write a prescription for older people’s 
housing needs would be folly. Do we know what the older persons wants? 
What special features should be incorporated into the houses which will meet the 
special requirements of the older age group? Is it financially feasible to under- 
take housing for older people by architects and builders? To what extent are 
Government resources for housing available to older people? What about 
adopting housing facilities to help the chronically ill or disabled older person? 
What interrelated community and professional services will provide the best 
care wherever older people are housed? These and many other questions have 
not as yet ben fully answered. However, we do know enough to be able to 
develop housing for older people that will provide them with comfort, safety, 
personal satisfaction, independence, and privacy. 

From all indications, the principal housing needs for the aging and aged 
is an adequate supply of small dwelling units available at low rent. 

As we grow older, many of us experience impaired vision; we move somewhat 
slower; our strength diminishes; ailments cause us difficulties and physical 
exertion may be hazardous; we will need high temperatures in dwellings; we 
might not like to be close to too much noise or other nuisances, etc. All these 
factors tend to make housing for the aged appear rather difficult. 

On the contrary, many of the general standards applicable to housing occupied 
by families with children can be applied to dwellings for older people. For 
example: Older people should live near public transportation and everyday 
shopping facilities; they should be near recreational facilities ; near to facilities 
for medical care and restaurant or cafeteria; near to their usual circle of 
friends and to close relatives; away from traffic hazards and close to a church 
or synagogue. 

The design for housing for the aged should be to accommodate them to be 
able to live on a self-sufficient basis. The following are important considera- 
tions which bring an extra margin of safety and convenience in order to 
remove accident-producing conditions encountered in the performance of house- 
hold chores: 

1. Equipment of proper height—such as shelving, cupboards, sink to elimi- 
nate bending and overreaching. 

2. Nonslippery material for flooring. 
. Handrails on bathtubs. 
. Handgrips near bathtubs and by toilet seats. 

5. Electric stoves. 

. Labor-saving devices—elevators, incinerators, and refrigerators. 
Elimination of raised doorsills. 

. Windows which can be opened easily. 
Sufficient lighting. 

10. Anartment to be located to allow maximum sunshine. 

11. Central heating with thermostat control. 

12. Apartment to be located away from entrance of building. 

Physical features alone cannot make for good living arrangements. It has 
been found through research and experience that older people’s lives can be 
strenethened by extending community services into their homes. Friendly 
visiting and counseling, homemaker’s services, nursing aid, recreation, library, 
and hosnital extension services can bring a new outlook and a new lease on 
life to many older people. 
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It should be planned so that it can be used for years to come. Later it could 
not be changed to accommodate the special needs of this portion of our city’s 
rapidly increasing proportion of aged persons. Now is the time when we must 
begin if we are ever to make provision for our growing older population. 


PUBLIC HOUSING 


It seems to me that the perfectly natural and feasible channel for expressing 
the public’s responsibility for housing the aged must come largely through the 
framework of current Federal legislation, specifically through the publie housing 
laws of 1937 and 1949, as supplemented by various State and local enactments. 
Here is a machinery already set up and in operation which the public support 
of a housing-for-the-aged program may most reasonably and easily be channeled. 

Democracy has long recognized that whenever an operation is essential to the 
common welfare, but cannot be handled by private endeavor alone, it must be 
subsidized by society either in part or as a whole. The principle is the essential 
justification of public education, public health, and even public highways. I 
don’t consider public housing as substitute for but only as an intelligent supple- 
ment to private building—to serve those income groups that private enterprise 
has demonstrated repeatedly they will not serve. The elimination of slums and 
blighted areas is essential to the public welfare. I don’t think private enter- 
prise can do it alone. We have to solve the problem that we had a part in 
creating. 

In other States—New York, for example—the State has ordered a minimum 
of 5 percent of all units in future State-aided housing projects to be built spe- 
cifically and specially designed for elderly couples and single persons. 

Massachusetts is providing $5 million to subsidize 400 to 500 units for older 
people. Other States have looked to public funds to plan housing for the aged, 
but these funds were not forthcoming. 

Whatever machinery is utilized for the public’s share in housing for the aged, 
the fact remains that the money must be appropriated by our legislative bodies, 
and they in turn are responsible to an enlightened public. 


RECOM MENDATIONS 


1. Congress should authorize an expanded program of Federal aid for public 
housing. According to the National Housing Conference and many other national 
public-interest groups, a program of 200,000 units a year for 5 years is needed to 
meet the needs of low-income families and individuals throughout the Nation. 

2. The Federal law should be amended to make single persons, particularly 
aged people, eligible for admission to existing and future federally aided projects. 

3. The Federal Public Housing Administration should adopt a policy requir- 
ing that an appropriate number of units of public housing in suitably located 
projects be designed for occupancy by aged individuals and couples. (New 
York State Division of Housing has adopted a policy of providing an average of 
5 percent of new public housing for aged individuals and couples in suitably 
located no-cash subsidy projects. ) 

4. Working as a team, the National, State, and local housing authorities should 
develop and expand the community services, such as home care, recreation, house- 
keeping services, and nursing services, to older people who live in public housing 
or elsewhere. 

5. Government loans should be provided to cooperatives, municipalities, and 
other nonprofit groups to build low-cost or low-rent housing for older peple. 

6. The United States Housing Act of 1987 to permit the exercise of wider dis- 
cretion by local authorities in establishing preference for admission to federally 
aided low-rent public housing, occupancy by aged persons without regard to the 
statutory preference for veterans and families displaced by low-rent housing 
and public-slum clearance and redevelopment project or by other governmental 
action, where necessary to avoid unusual hardship. 

7. Legislation should be enacted to prevent discrimination against an aged 
person who may be a prospective home-mortgage borrower who meets normal and 
prudent standards of acceptable risk. 

8. The Federal Housing Agency should undertake a demonstration program to 
help builders willing to build and sell or rent housing for the aged with a guaranty 
against losses which they might sustain in such an operation. 

9. Through Government resources, there should be extensive research for study 
of existing facilities and trends and an appraisal of current efforts in housing the 
aged. 
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10. There are many nonprofit philanthropic, fraternal, religious, and other 
groups which own and maintain homes of the institutional type for aged people. 
These groups may find it possible to act as sponsor-builders or owners of apart- 
ment developments to house older people under their supervision. These new 
facilities could be near the existing institution, thus giving the apartment resi- 
dents access to medical and nursing care, recreational and social facilities, and 
houskeeping services of the institution. The institution would be available when 
the older person can no longer live independently. 

Apartments could be operated by these nonprofit institutions and they could 
take care of the aged persons on a lower rental cost than those in ordinary private 
developments. 

This type of project could be achieved through the possibility of having the 
Federal Housing Administration finance such developments. It is recommended 
that the FHA explore the possibility of helping institutions develop apartment 
residences as part of their overall program. 


CONCLUSION 


The housing problems of the aging are serious and widespread. It seems that 
we in effect are subsidizing slums by providing little aid to pay rent instead of 
building suitable housing. The aged have social, economic, and political impli- 
cations that affect all of us. 

Aging is not a disease. It can be a stage of wisdom and experience. The prob- 
lems of aging have become our problem insofar as we have failed to provide for 
them those basic necessities and supports that they were once able to provide 
for themselves in their prime of life. 

Ben L. GRossMAN. 

CxHIcaGo, ILL. 


Mr. Apponizio. Are there any further questions? If not, the wit- 
ness will step aside and the committee will be in recess until tomorrow 
morning at 9: 30. 

(Whereupon, at 4:15 p. m., the committee recessed until 9:30 a. m., 
Wednesday, November 23, 1955.) 


(Additional data submitted to the subcommittee follows :) 


NEW FRONTIERS IN HOUSING FoR LOW-INCOME FAMILIES—REHABILITATION UNDER 
PRESENT PUBLIC-HOUSING FORMULA 


C. E. Humphrey, director of development, Chicago Housing Authority 


My talk this morning is about the proposed New Rockwell neighborhood in 
Chicago which has already had some publicity and with which many of you are 
somewhat familiar. 

The site for this project covered an area of 34.5 acres, bounded on the west 
by the Pennsylvania and North Western Railroads, carrying the main inter- 
change of east-west freight traffic through Chicago; on the south by Van Buren 
Street, along which the new Congress Street Expressway is being constructed ; 
on the east by Western Avenue, one of the main north-south thoroughfares; and 
on the north by Madison Street, one of the main east-west thoroughfares through 
Chicago. 

The original plan contemplated complete demolition of this area except for 
that portion between Madison and Monroe Streets where estimated land-acquisi- 
tion costs dictated the omission of two city blocks from the project. A develop- 
ment program prepared on that basis, and approved by the Public Housing Admin- 
istration, called for construction of 1,718 dwelling units in high-rise buildings 
at a density of 49.9 dwelling units per acre. 

Subsequent to the preparation of the development program for total demolition, 
a detailed inspection of the area revealed there were 965 dwelling units in the 
remainder of the area, of which: 

1. Roughly one-third of the buildings were dilapidated, one-third were stand- 
ard as to condition and occupancy, and one-third were structurally sound, but 
overcrowded and in need of major repair. The buildings were predominantly 
brick, and about 60 years old. 

2. 67 percent of the existing structures were owner-occupied. 
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3. Deteriorated buildings were predominantly on the periphery of the site 
along the main thoroughfares and the railroad tracks. The majority of these 
were business buildings with dwelling units above. 

4. High acquisition cost and demolition of good buildings would unnecessarily 
increase the total development cost and the demolition of a large number of good 
buildings could not be justified. 

On this basis, the decision was reached that the only feasible operation for 
this site was a combination of new construction, rehabilitation, and conserva- 
tion. All buildings in the area were placed in 1 of 3 categories: (1) Standard, 
(2) structurally sound but overcrowded, and (3) dilapidated. A new develop- 
ment program was then prepared on the basis of new construction and rehabilita- 
tion, with those buildings in standard condition not a part of the PHA program 
but within the project area. 

The new construction will, in general, outline the perimeter of the area where 
the majority of the dilapidated or slum buildings occur. To accomplish this, it 
is necessary that a few good buildings located with many bad buildings must be 
demolished. The buildings to remain are primarily on the interior of the site. 

The new construction will consist of 840 dwelling units in 9- and 13-story 
buildings with a room ratio of 4.95. They will be included in an area of ap- 
proximately 14.5 acres, at a density of 58.5 dwelling units per acre. The area 
to be used for new construction now contains 152 buildings with 458 dwelling 
units of which 71 percent are dilapidated. 

The buildings to be purchased, rehabilitated, and operated by CHA are those 
buildings which are structurally sound, but not properly maintained, contain 
code violations, and are overcrowded. In this category there are 51 buildings 
containing 267 dwelling units. To restore these buildings to their original 
occupancy, with some limitation, will yield 135 dwelling units with a room ratio 
of 6.5 (on the basis of these buildings being originally constructed with separate 
kitchen, dining, and living room, which are counted as 3 rooms). The area 
occupied by buildings to be rehabilitated totals approximately 3.5 acres and 
upon completion will have a density of 39.1 dwelling units per acre. 

The buildings to remain in private ownership are those which are structurally 
sound, in need of minor repair only, and with standard occupancy. In this 
-ategory there are 54 buildings containing 110 dwelling units. 

The procedure under which this project will be developed is as follows: 

New construction.—In accordance with normal PHA regulations. 

Rehabilitation.—A new concept under PHA jurisdiction. 

As our aim for this project is to have the maximum number of homeowners in 
the area, the first procedure will be for CHA personnel to inspect all buildings 
scheduled for rehabilitation, and discuss with the present owner whether he is 
willing and able to retain the property, make the necessary repairs, correct code 
violations, and meet occupancy standards (primarily, a private kitchen and bath 
for each family unit). 

If the owner agrees to meet these requirements, the property will be retained 
by him. 

If the owner desires to sell, or will not or cannot make necessary improvements, 
CHA will purchase the property for rehabilitation. Rehabilitation procedure 
will be as follows: 

1. Initially as a pilot operation, 7 buildings, now under option, to yield approxi 
mately 16 dwelling units, will be purchased. These buildings are single-family, 
two-flat, and apartment buildings. 

2. The construction contract will be on a cost-plus-fixed-fee basis with com- 
petitive bids secured by the contractor for all subcontract items where we can 
definitely determine the amount of work the contractor will be required to do. 
These include such items as floor covering, plastering, decorating, etc. 

3. Prior to starting work on any building, a joint inspection will be made by 
representatives of CHA, PHA, and the contractor to determine the number of 
dwelling units to be obtained, the specific work necessary, and the estimated cost 
of the work. (Inspections to date indicate that the major items of repair are 
tuckpointing, replacing entrance stairs, providing new plumbing and kitchen 
fixtures, replacing water pipe, rewiring the entire unit, and decorating. ) 

4. Also prior to starting rehabilitation work an inspection will be made, at our 
request, by the city building department. This is to assure that all code viola- 
tions are cleared with them in order to preclude the possibility of a completion 
inspection revealing the necessity for additional costly repair work. 

5. It is intended that these buildings will in general be returned to their origi- 
nal design occupancy, and yet meet minimum PHA requirements. However, in 
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instances where certain rooms are slightly smaller than the PHA minimum, room 
sizes will be unchanged. 

All decisions in regard to this phase of the operation will be made locally 
between CHA and the PHA regional director without reference to the central 
PHA office. The program is flexible, and many changes will probably be made 
in the program as to whether buildings remain in private ownership, whether 
they are to be rehabilitated by CHA, or are to be purchased by others. 

If the pilot rehabilitation operation on seven buildings indicates work can be 
accomplished within the estimates included in the development program, work 
will proceed on the other buildings scheduled for rehabilitation. If not, a fur- 
ther conference will be held with PHA to determine whether the work is to be 
stopped, or whether rehabilitation is to go ahead under higher cost limits. 

Conservation.—This phase of the program, while not included in the PHA 
project costs, is a very important part of the redevelopment of the neighborhood 
and covers the bulidings that are structurally sound and properly occupied which 
are scheduled to remain in private ownership. 

It is expected that the following procedure will be followed in connection with 
this phase of the operation : 

1. Upon request of the CHA, the city building department will inspect all build- 
ings in this category to determine the extent of code violations. 

2. CHA personnel will advise the owners as to methods of making necessary 
repairs including the costs thereof and if requested will advise as to possible 
sources of loans to accomplish the necessary improvements. 

3. CHA personnel will work with these property owners in efforts to secure 
their cooperation in cleaning up the premises, demolishing dilapidated garages, 
participating in collaborative landscaping around the buildings, etc. 

4. CHA will attempt to secure a workable agreement among the property 
owners as to standards of maintenance, occupancy, and use of their properties. 

Obviously, in an operation such as this, there are many items of cost which 
cannot be included in a PHA project and therefore, the Chicago Housing Author- 
ity has obtained approval from the State housing board to use local funds to cover 
that portion of the work. 

Basically, these funds will be used for the following purposes : 

1. Salaries of the development adviser and his secretary and the maintenance 
of a field office. The primary job of the development adviser is community organ- 
ization particularly with respect to obtaining the cooperation of the owners of 
standard properties to do their share in improving the neighborhood. 

2. Partial salary of CHA architect who will spend part of his time in giving 
advice and assistance on improvements to private owners of standard parcels in 
the project area. 

3. Purchase and demolition of those scattered dilapidated properties within 
the project area not needed in connection with the Federal portion of the program. 

4. CHA central office salaries and overhead necessary to those functions not 
chargeable to the Federal program. 

This project has just started and all details have not yet been finally developed. 
In order to determine actual costs and to have more control over the job, part VII 
of the development program has been prepared in 2 sections, 1 for new construc- 
tion and 1 for rehabilitation, with a consolidated estimate which covers all 
phases of the federally aided portion of the operation. The entire program, 
consisting of 840 new dwelling units and 135 to be developed from rehabilitated 
buildings, will be considered as one project and amortized over 40 years in ac- 
cordance with standard PHA financing procedures. 

The following tables give the estimated cost per dwelling unit as included in 
the development program, and also some further information on land costs per 
square foot, statutory room cost, densities, and so forth: 
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Estimated costs per dwelling unit 








| Rehabilitate 


New (840) (135) 





Overhead . $237 
a ey fie. ies acvettngesg Stabe. 376 305 
SR a 0 a ee OR TA EE 378 956 
SIN soot hess cid Sie dian paeddb eed ole .| 2, 521 6, 337 
Site improvement ; ~ : 1, 527 350 
Dwelling construction 8, 800 4, 332 
Dwelling equipment = 221 444 
DSU rns TRCN a as iin ae Leis nc cewtnnn cs ..| 185 5 
Nondwelling equipment 32 32 








14, 234 | 13, 178 
712 | 1, 361 | 





14, 946 | 


Room ratio . 9 5. 5 

Land cost per square foot 1 $5. 69 | $4.12 
Statutory room cost : Hee : , Ol c | $1, 757 
Density 39. 54.7 





1 Total contingency for rehabilitation units is based on a 20-percent contingency for site improvements 
and dwelling construction and 5 percent on all other items. 

2 Includes value of buildings as purchased. 

3 Does not include value of buildings as purchased. 


It is obvious that, in a comparatively short time, as the most serious slum areas 
in many cities are eliminated, the programs for low-rent housing will be located 
in areas requiring a combination of new construction, rehabilitation, and con- 
servation. The aim of this experiment is to determine whether a combined 
project of this nature under PHA jurisdiction is feasible and economical. We 
in CHA have every confidence that it will not only be a success but will set a 
pattern for future low-rent housing projects in urban areas which are partly 
dilapidated. 


Wuat’s Wrone With 207—STATEMENT OF Horace HuME, VICE PRESIDENT, 
PRINGLE-Hurp & Co., Inc., New York, N. Y. 


A quick answer, and a right one, is “plenty.” But, when we boil it down, there 
are three major faults. First, cost certification ; second, excessive control of the 
borrower ; third, the wording of the regulation on the subject of waste. Possibly 
some of the Congressmen who “invented” these faults (they were added to the 
National Housing Act by the 1954 amendment) would disagree with our diagnosis 
of 207’s present desperate illness; we’re pretty sure, however, that no one 
in the building industry or mortgage business would disagree with us for a 
moment. 

Many of our readers know that Pringle-Hurd is not a builder. We are not as 
intimately conversant with reasons for the present lack of interest in section 
207 as an active builder would be, but we do have large and extensive contacts 
with builders, with institutional lenders and with mortgage originating com- 
panies, and we are able to reflect the sentiments of those segments of our 
industry who are having day-to-day experience with the details of construction, 
mortgage origination, mortgage servicing and lending. In a sense, therefore, 
our viewpoint may be broader and less affected by personal considerations than 
would the viewpoint of a builder or a lender. 

Let us first give a very brief résumé of the history of section 207 of title IT 
of the National Housing Act which became operative in 1934 and embodied the 
long-range rental housing program envisaged by Congress. In comparison with 
other sections of the act, it has not been widely used. In the early days of its 
life section 207 was not active. Later, the Second World War intervened and 
drastically diminished residential construction. Then, at the end of the war, 
section 608 took the spotlight to the extent that section 207 was practically 
neglected in the late 1940's. 

Section 608 expired on March 1, 1950, but there were then a large number of 
FHA applications in process, and it took over a year to work them off and to get 
the jobs underway. In other words, seeing that section 608 was about to 
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terminate, the building industry had rushed as many of these kinds of projects 
into work as possible before the deadline. Section 608 was preferred because 
of its more favorable terms in comparison with section 207. 

About coincident with these developments, two new rental housing sections 
came into being, to wit, section 803 of title VIII (military housing) and section 
908 of title IX (defense housing). Section 803 became law on August 8, 1949, 
and immediately became very active. Section 908 became law on September 1, 
1951. According to the last available annual report of FHA as at December 31, 
1953, the total dollar amount of insurance written under sections 803 and 908, 
even in their much shorter lifetimes, considerably exceeded the total dollar 
amount written under section 207 during its much longer lifetime. 

Briefly, from 1934 onward, for one or another reason, “the cards were 
stacked” against 207. 

By 1954 the demand for military housing and for defense area housing had 
begun to taper off, 608 was a thing of the past, and the stage was set for 
revitalizing section 207 by making it attractive to both builders and lenders. 
Unfortunately, Congress lost a golden opportunity right there because the 
1954 Housing Act, which became law in August of that year, imposed condi- 
tions under section 207 which have been described by the building industry 
as impractical and unworkable. From the point of view of the large institu- 
tional lenders, one new provision was added by the 1954 law which made 207 
much less attractive than it had previously been as an investment medium. 

Tere isn’t the least doubt whatever that section 207 is now thoroughly un- 
popular with a heavy majority of operative builders. It is disliked by many 
lenders. 

Let us digress for just a moment in order to describe a much broader and more 
general reason for the unpopularity, not only of 207, but of the entire present 
operation of the National Housing Act. Rightly or wrongly, there is now a 
“state of mind” which is unfavorable to FHA. That Administration is suffering 
from some bad public relations due, to a large extent, to the recent congressional 
investigation of the Administration and many builders. No discussion of what’s 
wrong with section 207 would be complete without background on that subject. 

In the early 1940’s the demand for residential construction was enormous. 
Housing had to be provided and quickly. Congress realized this when it 
enacted section 608 and purposely made that section attractive to builders so 
that the industry would quickly go into action and supply the demand. That 
is exactly what happened. But there was some sharp practice, some graft, 
and to the extent that the congressional investigation effected corrections, it is 
to be congratulated. However, during the investigation there was clearly an 
influence, and it was fostered by exaggerated headlines, that all and not just 
a part of the building industry had been unprincipled and that all and just 
not a very small part of the Federal Housing Administration had been ex- 
ceedingly lax. 

In point of fact (and we do not believe that this was ever accented by the 
investivation) ever since the building industry became of age, nearly every 
operative builder has tried to come as near as he possibly could to securing a 
mortgage which equaled the cost of the project. The control of this practice 
of “mortgaging out” has always rested to a large extent with the lenders who 
provided the mortgage money and who usually have tried to prevent 100 
percent financing. Section 608 gave the large and efficient builders a perfectly 
open method of attempting to finance out and, being businessmen operating in 
a free economy, they took advantage of it though there doubtlessly were 
countless smaller builders who did not finance out and, perhaps in some cases, 
actually lost money. 

This background brings us to a building industry today which is not entirely 
trustful of FHA and lives in fear that the “ground rules” will be suddenly 
changed. Presumably, there is also fear in FHA, and particularly in the lower 
echelons, which fear is bound to hurt efficiency. In fact, no later than Septem- 
ber 30, 1955, the New York Herald Tribune quoted Mayor Wagner of New 
York City as stating that “FHA is suffering from a case of postinvestigation 
jitters” and due thereto some $20 million of local slum-clearance projects had 
been unduly delayed by FHA. (The article then goes on to infer that appar- 
ently that logjam is now broken in view of the fact that the North Harlem 
section 220 projects have finally been cleared.) Further, the Mortgage Bankers 
Association News Letter of September 20 comments that the Legal Division of 
FHA is already so overburdened with the pursuit of windfall actions under 
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section 608, plus other side issues, that little time is left (in FHA) for vital 
day-to-day operations. 

Now let us look at section 207 from the builder’s point of view. 

Speaking broadly, there are two types of builders. The first type expects to 
mortgage out, be it conventional or FHA, has always so expected and is not inter- 
ested in any project which can’t be mortgaged out, or close to it. The other type 
is the builder who constructs for his own personal investment and is willing to 
leave equities in each deal. This second type of builder is very definitely in the 
minority but he does exist and, aside from the fear complex above touched on, 
he would not be too averse to using section 207. 

The operative builders of the first category mentioned above are pretty well 
resigned to the fact that they must leave equities in their deals which are 
secured by FHA-insured 207 mortgages but, no operative builder starting a new 
project at this time, can estimate with any kind of accuracy or assurance just 
how much equity he will finally have left in the deal at completion. The prin-— 
cipal reason for that situation and the principal unpalatable thing about section 
207 today is the fact that, upon completion of each job, each builder must make 
a cost certification under oath which, stated as simply as possible, requires him 
to certify to his final cost and to reduce the mortgage (granted sometime previ- 
ously by FHA and the lender) to an amount which preserves the original “loan- 
to-value ratio.” 

It would seem obvious that an efficient builder is penalized if he is faced with 
such a mortgage reduction, whereas the inefficient builder is not so penalized. For 
instance, a capable builder with a large organization starts a job in good faith 
with the intention of leaving 20 percent equity in the job but as he goes along, 
developments occur which may not be of his doing but which enable him to cut 
costs or, perhaps, just because he is large and efficient, he can cut costs below 
what he had expected but he is not thereby helped with respect to reducing his 
equity. 

Further, it is our understanding that FHA does not permit a builder, when 
computing his costs for certification purposes, to include therein the normal oper- 
ating expenses of the job such as general overhead, salaries to top officers and 
the like, all of which items are certainly a part of cost from a practical view- 
point but, legally, they are eliminated. 

The entire concept of FHA rental housing is presently to put a ceiling on 
profits and rents and that, of course, is a penalty on a good operator. Under 
conventional financing, the owner would have more cash in his project but he 
has no outside control to be concerned with and he is able to raise his rents 
in line with the market (in those areas where there are no rent controls). The 
builder using section 207 finds that his profits are definitely limited. Under those 
conditions, if a builder has a conventionally financed property and a section 
207 financed property side by side, he will naturally tend to milk the 207 project 
and devote his funds and his energies to the conventional project where he can 
receive profits commensurate with those energies. 

Let us assume that two builders are constructing similar projects on adjacent 
sites. Both FHA 207 mortgages are for $1 million. Builder A is strong and 
efficient. Builder B is weak and inefficient. Builder A is able to cut his costs 
but, by so doing, he finds that his mortgage is reduced, let us say, to $900,000 

and FHA replacement value is correspondingly reduced. As both builders are 
entitled to 6% percent return, builder A who is strong and efficient finds that 
his income is cut (the rents in his building will be reduced by FHA so that 
he cannot earn more than 6% percent) whereas builder B faces no reduction. 
Under such circumstances, a collateral detriment would be the fact that builder 

3 with the higher rent schedule would lose tenants to builder A, so that B 
(the financially weaker) would be faced with still more financial headaches 
with respect to the particular hypothetical case herein discussed. 

The efficiency of the larger builder (and efficiency is supposed to be a cardinal 
quality in any business organization) will result, under cost certification, in the 
reduction of the mortgage due to the reduction of costs which the builder is 
able to make primarily because he is large and is efficient. In turn, the reduc- 
tion of the mortgage faces the builder with a reduction of rents because of the 
limitations on earnings imposed under this section. When called upon to certify 
costs, the builder is often in a quandary as it is hardly practical to keep an 
accurate record of every single small disbursement. Legal fees are quite often 
much greater than those figured in the FHA formula and can be disallowed 
to the extent that they actually exceed the formula amount even though they 
have been paid out. The builder also realizes that a great deal depends upon 
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how the cost certification procedure is administered in practice; one official 
might interpret it in one way and very strictly and another official might interpret 
it in a different way and liberally. Under all those circumstances, the builder 
cannot be sure of what he should do, how he should do it, nor what the result 
will be. 

Congress must have realized that the objections we are now citing are valid 
because, in connection with title VIII (Military Housing) cost certification 
formulas were eliminated and this is an anomalous situation because of the fact 
that a title VIII builder (until the elimination) only had to cost certify down 
to the actual amount of the mortgage and there was thus no possibility of a 
so-called windfall profit. 

The average operative apartment house builder would shy away from the 
present section 207 for another important reason. A conventional first mortgage 
cannot usually exceed two-thirds of value and if, value and cost are equal, this 
means the owner must have a one-third equity in his property. The comparable 
ratios in 207 are 80 percent and 20 percent. Thus, the equity money in a con- 
ventional project is not too far in excess of a required 207 equity, other things 
being equal. 

With a conventional mortgage, the builder does not have to file any cost cer- 
tification with anyone and is not faced with a resulting recapture clause, nor is 
the builder governed as to his rentals which would be geared to the area wherein 
the building is to be erected (subject, of course, to local rent controls, if any). 
Under section 207 and with a substantial equity investment, the builder is faced 
with FHA dictation as to his rent schedule and on the net return which he can 
realize. His management policy is also restricted by FHA under the regula- 
tions. Isn’t it obvious that the average operative builder faced with such 
controls and restrictions, including the cost certification, is going to prefer con- 
ventional financing to FHA financing even though his equity investment would 
he somewhat increased? 

From the lender’s point of view, we face another and a different kind of 
obstacle. 

Waste is defined as permanent or substantial injury to real estate caused by 
unreasonable use or abuse, not to include ordinary wear and tear. 

In the event that the lender may claim debentures for a mortgage which has 
defaulted, the FHA has the right in its discretion to reduce the amount of the 
debentures to the extent that, in the estimation of FHA, the lender has been 
responsible for such waste through failure to make adequate inspections and 
take adequate steps to prevent or correct waste. 

A veritable Pandora’s box of possibilities is opened by the wording of that 
regulation, as an honest and efficient lending institution could be penalized 
unjustly due, perhaps, to a difference of opinion between it and FHA or due, 
perhaps, to a whim or fancy on the part of an FHA official or even, perhaps, 
due to a dislike which might be entertained for the lender by some FHA official. 

This provision, in effect, places a condition on the insurance and it is an 
unreasonable condition. It is obvious that any corporate lender—a bank, an 
insurance company, a pension trust—would: in its own best interest take all 
precautions it could to prevent waste and to have waste repaired should it 
occur. The interests of the lender and of FHA are parallel in this circum- 
stance. Regardless of whether the FHA regulations place an obligation of this 
sort on a lender, any lender would consider that it had the obligation. To 
threaten the lender with a possible penalty, particularly when the conditions 
which might cause the penalty are not clearly defined, is both unjust and 
unsound. 

So, what’s to be done? Congress, in its zeal to protect tenants from gouging 
landlords limits project rents, scares the daylights out of the building industry, 
and tinkers and retinkers with the Housing Act to the point that rental housing 
financed by Government-insured loans has been pretty nearly killed. 

Possibly, the most authoritative voice in Congress on housing problems is that 
of Senator Sparkman. Bankers Research of September 15, 1955, quoting an 
article from the September issue of House and Home, states that Senator Spark- 
man has stressed the importance of stimulating the construction of new civilian 
and military apartment housing and that the Senator recently remarked, “'f the 
latest changes in the FHA laws fail to stimulate the revival of a sufficient 
volume of new civilian and military apartment housing, Congress will have to 
stndy further modifications to achieve this purpose.” 

Taking the very able Senator at his word, it would be our recommendation 
that Congress, at its next session, takes a long and careful look at section 207 
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and, among other things, eliminates cost certification with respect to all project 
mortgages in order to prevent the danger of perjury facing all builders, a danger 
that is especially pertinent in large organizations where the builder must certify 
to costs which have been created by subordinates. 

If cost certification cannot be entirely eliminated, it should at least be limited 
so that windfall profits will be prohibited but to permit the inclusion of all actual 
costs paid out or due and owing, not only for the completion of the job, but with 
respect to the curing of any construction defects which may develop within a 
guaranty period after completion. The builder’s fee and the architect’s fee, 
whether paid out or not, should be considered as a part of cost but with the 
proviso that no owner could dip into the mortgage proceeds and thus create a so- 
called windfall profit. 

With respect to waste, and in order to make FHA project mortgages attractive 
to long-term institutional lenders, the present regulation should be completely 
rewritten and, while an obligation should remain on the lender to take all possible 
steps to prevent waste, no lender should be faced with a charge against the 
debentures unless it could be clearly proven that the lender was dilatory in pre- 
venting the occurrence of waste. 

There is a general feeling in the building industry that the entire FHA concept 
is incorrect in setting a maximum mortgage amount on a per unit basis. It is 
admitted that, at this late date, it would be difficult to change this underlying 
concept with respect to project mortgages but we suggest that consideration be 
given to this broad aspect as it appears to be, to some extent, economically un- 
sound and impractical. 


HovusING CONFERENCE OF CHICAGO, 
Chicago, Ill., November 23, 1955. 
Congressman ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Committee on Banking and Currency, 
City Hall, Chicago, Ill. 

Dear Str: The Housing Conference of Chicago, which represents many organ- 
izations and individuals interested in housing, would like to add its testimony 
to the fact of the housing shortage now existing in Chicago, and suggest a 
three-fold solution which we believe to be sound. 

It is self-evident to anyone who tries to find an apartment or a single-family 
dwelling, whether new or old, that homes are hard to find, and difficult to finance: 
rents are high and so are building costs—prohibitively high for hundreds of 
thousands of families. This is particularly true for members of minority groups, 
but they must live somewhere, and they are decidedly not welcome everywhere, 
even when they have the requisite money. Except for the wealthy, the housing 
situation in Chicago is still deplorable, even though it may be slightly better 
than it was 5 years ago. 

We of the Housing Conference believe that the solution inevitably lies in a 
big increase in the supply of housing in three categories: 

1. Private housing—which is still, as it has always been, the main source 
of housing for everyone, everywhere. Unless prevented from doing so, most 
persons would prefer to own their own homes and be their own landlords. This 
is verified by the thousands of persons who risk everything in order to buy 
homes. We believe persons should be encouraged to establish homes by having 
access to long-time loans at low interest rates. We believe 40-year mortgages 
are preferable for most persons to 20-year, that small downpayments should 
be possible, and that interest rates should be reduced to about 3 percent. 
If the private banks cannot or will not make such money available, we believe 
the Government should. 

2. Semiprivate housing, such as cooperatives and limited dividend housing, 
has proved to be a satisfactory answer to the housing problem for hundreds of 
thousands of families, both at home and abroad. The difficulty with this type 
of housing in Chicago has been the high downpayments required, the high 
cost of financing, and unfavorable FHA restrictions. A few billion dollars of 
Federal money, made available through a Federal mortgage bank, might do 
wonders for private and semiprivate housing. 

3. Public housing has so far proved to be the only way of providing modern, 
sanitary, fireproof homes for the poor. Almost 20 years of public housing 
has now demonstrated that slums can be cleared and families rehoused to 
the great benefit of all concerned. Because of this fact we believe that the 
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supply of public housing should be greatly increased in Chicago, and in other 
areas where the housing of the lowest income families is a crying need. 

If the Government would help in these three ways we sincerely believe that 
the housing problem will slowly disappear, and that our goal of good housing 
for every family in Chicago can be realized. Anything this committee will 
do to help will be greatly appreciated. 

In closing, may I say that this is no academic interest of mine: I have been 
a community minister in the slums for 21 years, and the chaplain at the Frances 
Cabrini housing project for 15 years. I knew the community before there was 
public housing, and I have tried to help families find homes after their financial 
situation has improved to the point where they are no longer eligible for public 
housing. I trust that this investigation, and subsequent action in Congress, will 
enable more Americans to solve their housing problems. 

Most sincerely and respectfully, 
Rev. ALVA TOMPKINS, 
Chairman, Housing Conference of Chicago, 
Minister, Olivet Presbyterian Church. 


[From the Chicago Tribune, September 25, 1955] 


A New Loox ar CHIcAGO’s BooM—F ROM THE LAKESHORE TO THE WESTERN Sus- 
URBS, AMONG SKYSCRAPERS AND FACTORIES, ALONG Motor RovuTrES, AND AT THE 
ATRPORTS A MIGHTY WORK PROCEEDS 


(By Charles Collins) 


Something has happened and continues to happen in Chicago that deserves to 
be canned a renaissance. It is a widespread, prolonged outbreak of creative en- 
ergy and skill devoted to the remaking of this metropolis. Its goal, toward which 
great strides have been made during the last 2 years, is the conquest of Chicago’s 
modern problems in transportation, housing, and public welfare. 

The swift postwar expansion of Chicago’s manifold and gigantic activities in 
commerce and industry has established the background for a mighty era of change 
and renewal. The manifestations of projects needed to improve civic facilities 
and expand arteries of traffic form a familiar, everyday spectacle of the streets 
and highways. 

From the lakeshore to the western suburbs; among the skyscrapers, factory 
districts, railroad yards, and slums; along the motor routes to the distant air- 
ports, and especially around the skirts of the congested Loop, many jobs of work 
in progress with monstrous tools bear witness to the fact that a major event in 
Chicago’s history is taking shape. Carl Sandburg’s City of the Big Shoulders is 
having a jamboree of demolishing, excavating, cement mixing, and rivet ham- 
mering. 

Although fairly recent as a citywide phenomenon, visible and audible to every 
citizen, this renaissance of the 1950’s is no surprise to the native born. It stems 
from the inspiring leadership of Daniel H. Burnham, master architect, whose 
plan for Chicago’s future was issued in 1909, and of Charles H. Wacker, capitalist, 
philanthropist, and dedicated citizen, whose communication of the Burnham 
gospel became required reading in the Chicago public schools. Their memory 
lives wherever American city planning is discussed. Their teaching stimulated 
notable public works of the 1920's, 1930's, and 1940’s which adjusted the city’s 
principal lanes of traffic to the rising tide of motorcars. A few important ex- 
amples, with their dates: The Michigan Avenue Bridge, 1920; Wacker Drive, 
1925; the Lake Shore Drive and the Outer Drive, linked by the harbor mouth 
bridge in 1937. 

Nevertheless, certain magazines published in the East (Fortune, New York, 
June 1955, and U. S. News & World Report, Washington, May 27, 1955) have 
discussed the contemporary undertakings with intimations that Chicago’s present 
behavior was long overdue. Said Fortune: “After years of big talk but not much 
action, Chicago at last is rebuilding.” Said U. S. News & World Report: “The 
hub of America has shaken off the blues * * * Chicago is making a comeback— 
from ceiling zero.” 

Yet Chicago’s newspapers, day after day for years, have been telling this story 
piecemeal as its news developed. Their reference rooms are glutted with elip- 
pings on the subject. Eastern journalists of the magazine field apparently dis- 
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covered this renaissance when the Chicago Association of Commerce & Industry 
published the 50th anniversary number of its magazine, which was entirely de- 
voted to the overall picture, in December 1954. The Chicago Story, this issue is 
named: 368 pages, hundreds of pictures, excellent text. 

About the time it appeared, the Grant Park Underground Civic Garage was 
opening its ticket booths to mitigate the downtown problem of curbstone parking. 
It is the largest of its kind in the world, with floor space for 2,359 cars. Five 
months later, trees came into leaf over the green turf covering what had been 
Chicago’s biggest modern hole in the ground. . 

The eastern magazines quoted Carl Sandburg’s free verse chant, Chicago, with 
remarks to the effect that the poet’s heroic oaf, The City With the Big Shoulders, 
had been in a comatose condition for years. Sandburg himself, who wrote this 
much-quoted paean in 1916, would disagree with their opinion. A passage from 
it suits the present scene: 

“Here is a tall, bold slugger set vivid against the soft little cities . 

“Bareheaded, shoveling, wrecking, planning, building, breaking, rebuilding.” 

In that poem, Sandburg chanted a list of Chicago’s titles of honor like a court 
herald talking slang: 

“Hog butcher, toolmaker, stacker of wheat, player with railroads, and freight 
handler to the Nation.” 

Since that proclamation of championships for Chicago, many others have been 
acquired. This city is now national leader, and occasionally world’s champion, 
in steel, candy, packaging and container design and manufacture, metalworking 
machinery, general industrial equipment, and electronics. 

Hence there came, during the last 10 years, a flooding through the city gates 
of factory workers, trained or raw, founding new families, seeking new homes, 
buying new houses with their fat wages, or herding into rack-rent tenements if 
their ability to earn was low. They have caused new problems, ranging from 
an acute housing shortage to rapid obsolescence in shelters in the already 
decaying slums. They also have altered the old ideal of manual toilers: “Two 
chickens in the pot on Sundays.” The new version of this saying is: “Two cars 
in the garage of a new trilevel house.” 

To illustrate the continuity of the city’s progress in redevelopment, it may 
be noted that the Congress Street Expressway, now in its final phase, was born 
on the drawings for the Burnham plan nearly 50 years ago. The other con- 
temporary projects in the city’s preparations to resist pressures from traffic, 
population, and structural deterioration were started during Martin H. 
Kennelly’s 8 years as mayor, from April 1947 to April 1955. They represent, for 
the most part, cooperation between city, county, and State governments; their 
financing by bond issues and subsidies from tax funds has been approved by 
expert. in monerary auairs. In certain cases of public housing and slum clear- 
ance, the National Government will figure as a contributor. In others, great 
corporations, seeking better home conditions for their employees, are under- 
writing costs. 

The whole program, from its start in 1947 to its intended completion in 1959 
or 1960, will represent public expenditures of about $1 billion. 

Transportation, the essential factor in metropolitan evolution, is the primary 
field in which the Chicago renaissance is finding dynamic expression. 

For testimony to the zeal and foresight with which the problem of traffic 
congestion and blockade is being solved, strangers in town need only look about 
them after they have asked their favorite question, “What’s going on here?’ 
The only way to answer them, except by delivering a Ph.D. dissertation on 
municipal engineering, is to say, “Father Dearborn is tearing off his old clothes 
und putting on a new suit.” 

On Michigan avenue, between the public library and the art institute, cars in 
the center lanes for traffic north and south often are veering inward and rolling 
easily down inciines into tunnel portals. They disappear from sight to find 
parking space under a great stretch of lawn east of the drive—an area which 
only 2 years ago resembled an open-pit digging for a brickmaking industry. 

The subterranean Grant Park Garage is brightly but softly lighted, clean as 
a laboratory for miracle drugs, and white as an Alpine winter landscape. It is 
surprisingly quiet, and its windless air is untainted by the characteristic fumes of 
the automobile era. Except for its slumbering cars, its general appearance 
suggests a vast assembly hall for space men colonizing the moon as described 
by science-fiction authors. 

A few blocks farther south on Michigan Avenue, an exploring stranger, if 
briefed for a tour of discovery, will come to the taproot or main stem of Chi- 
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cago’s traffic reformation. This is Congress Street, which will become an 
expressway eight lanes wide, stretching into the western suburbs. In concep- 
tion, the project is about 50 years old. At present, after its last 10 years of 
razing the surface of its course and gouging into the primordial clay beneath, it 
is a prodigious furrow 14 to 15 feet deep, 200 to 250 feet wide, and 7 miles long, 
crossed at frequent intervals with bridges. 

For casual inspection of this enormous undertaking, a ride on the Garfield 

’ark branch of the elevated is suggested to tourists. It will provide advan- 
tageous views into the Congress Street trench all the way to the city limits and 
into Oak Park. To civil engineers the work is now fairly well advanced toward 
completion, but to the layman it looks like a rough version of a cyclopean dry 
canal on the planet Mars. Near the Loop, it still has to bore its way through the 
La Salle Street railroad terminal and the general postoffice building across the 
river. But its bridge over the river is ready. 

This fall the Congress Street expressway will be opened for use over part of 
its course within the city limits—from Ashland (1600 West) to Laramie Avenue 
(5200 West). Near Halsted Street it will be a junction point for cars seeking 
access to the northwest, southwest, and south expressways, which now are 
merely in their formative phase. 

On the northwest route there will be a turnoff into the Edens Expressway 
through the northern suburbs (Chicago’s suburbs, by the way, have grown 42 
percent in population in the last decade) ; the straight-ahead course will serve 
the expanded O’Hare Airport. The southwest expressway will give access to 
the Midway Airport and carry traffic beyond it to the Tri-State Toll Expressway, 
which is being planned to circle the outskirts of Cook County. The south ex- 
pressway, running deeply into suburban areas, will offer a turnoff at 65th Street 
into the projected Calumet Skyway, which will join the Indiana East-West Toll 
Road. 

At Congress and State Streets an explorer of the Chicago renaissance may 
observe a new city garage, a block long and half a block wide. It is 1 of 9 such 
structures, no 2 alike in appearance, which symbolize the city’s determination to 
cure its on-street parking headaches. One is within the Loop, opposite the city 
hall; the others are seattered around the edges of the Loop. These garages have 
merit as picturesque examples of functional design in architecture. From the 
Michigan Avenue Bridge, two of them can be seen toward the west. They repre- 
sent, of course, transportation on wheels. A glance eastward toward the river’s 
mouth will often discover a symbol of transportation by water—a ship of grace- 
ful design, quite unlike the clumsy cargo carriers of the Great Lakes. She may 
have cruised here from Norway, Sweden, Holland, Germany, France, or England. 

There are now 74 vessels under various flags and ownerships, designed for lake, 
eanal, and ocean voyages, which habitually or occasionally enter the port of 
Chicago. When the Great Lakes-St. Lawrence seaway project is completed, it is 
believed that almost 1,000 foreign ships will dock in Chicago every year. There- 
fore, harbor facilities in the Calumet region and at the mouth of the Chicago 
River must be improved. The Sag Canal, connecting the Calumet River with 
the Sanitary Canal, must be widened for cargo carriers that seek trade at other 
ports in the Mississippi Valley. 

Plans for such waterfront improvements are now on the drafting boards. 

Building, demolition, and rebuilding form a phase of Chicago’s renaissance 
more conspicuous to the citizenry at large than its improvements in transporta- 
tion. They alter the skyline with massive evidence that the city is in colossal 
stride toward a new era. 

The Prudential Building on Randolph Street over the Illinois Central Railroad 
tracks—a focal point in the lakefront silhouette—is a new but already familiar 
landmark. It is a soaring oblong buttressed by lesser oblongs at lower levels, 
clever in arrangement of forms yet not ultra-modern in style. Its pattern of 
lines, emphasized by window paneling, is notably vertical. Its front face, over- 
looking Grant Park, provides a dramatic view. 

This dominating structure has been studied from its naked skeleton to its full 
dressing in Indiana limestone with aluminum spandrels by millions of Chicago’s 
inhabitants and visitors. To thumbprint its tourist appeal: It cost $40 million 
and is the highest skyscraper built in the United States since 1940. 

Four miles southward, this insurance company investment is rivaled by an- 
other—the housing project called Lake Meadows, which represents the New 
York Life’s faith in Chicago’s future. Although a venture for income produc- 
tion, it was planned with full recognition of philanthropic requirements for mass 
housing. 
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On first view for anyone, Lake Meadows gives a surprising and stimulating 
impression. To find it, take any South Side bus that runs along South Park Way. 
Its north and south boundary lines are 3list and 35th Streets. From west to 
east, it stretches from South Park Way to the Illinois Central tracks at 31st 
Street. Its eastern boundary line runs along Lake Park Avenue from 31st to 
33d Street, and then along Cottage Grove Avenue to 35th Street. It extends 
over 101 acres, cleared of old dwellings. In size and conveniences it surpasses 
any other area of sociological housing in Chicago. 

Here one may observe 5 new 12-story apartment buildings, spaced widely 
apart in a quincunx pattern like the 5 spots on dice. Also, an extensive shop- 
ping and marketing center with arcaded promenades to keep window shoppers 
out of the rain and stores to satisfy almost any spending urge. Also, free park- 
ing space for hundreds of cars. The sites for two larger apartment buildings, 
21 stories high, are now in preparation. Two others of this larger size are in 
their blueprint phase. The finished structures are now completely tenanted. 

When completed, Lake Meadows will contain 2,000 moderate rental apart- 
ments for single-family occupation. Before the area was cleared, its rundown 
houses sheltered 3,580 families. These had to seek rooms elsewhere, and thus 
the general housing problem became more acute. 

Such aftermaths of worthy improvements in housing have brought about a 
new trend in the civic rebuilding program. It is called “urban renewal.” It 
advocates piecemeal rather than wholesale demolition, and stimulation of re- 
pairs in old houses that are obsolete only in their facilities. This point of view 
now prevails all over Chicago. 

On May 10, 1955, there was a neighborhood rally by night in the University 
of Chicago district to celebrate Demolition Day, nicknamed D-day. The scene 
was a lawn of an old dwelling at 5456 Blackstone Avenue, which had been 
marked as the first job of wrecking in the Hyde Park-Kenwood renewal proj- 
ect. The house and a derrick that could swing a battering ball weighing almost 
2 tons like a mace were targets for floodlights. Chancellor Lawrence A. Kimp- 
ton of the university and Mayor Richard Daley were present for inspirational 
speechmaking. 

That night there was also a torchlight procession through the district to mark 
the third anniversary of the South East Chicago Commission, formed to combat 
the spreading of slum conditions over a residential and educational area which 

yas Chicago’s best zone of gracious living and general culture before World 
War I. To the work of this commission, its executive director, Julian H. Levi, 
and Chancellor Kimpton have devoted half their time during the last 2 years. 

The Hyde Park-Kenwood renewal project, by arrangement with the Chicago 
Land Clearance Commission, will remove pockets of active blight and rebuild 
over large areas close to the university, which has been harassed by assaults, 
holdups, and other crimes committed near its campus. The new buildings will 
include row houses, maisonettes, elevator apartments, and a shopping center 
Federal aid will be given through the housing and home finance agency. A 
grant of $6,500,000 came after a committee of business leaders, led by Clarence 
Randall, a trustee of the university and chairman of Inland Steel, visited Wash- 
ington and had a conference with President Eisenhower. 

Urban renewal activities by neighborhood commissions are widespread in 
Chicago. There are now 36 community groups whose work is financially sup- 
ported by men with business interests in the areas. Their programs are based, 
however, on a municipal commission’s power to codemn obsolete structures 
even when they are not located in obvious slums. The Urban Community Con- 
servation Act, passed in 1952, strengthens the decisions of neighborhood planners. 

An example of this movement may be found in Lawndale, a district of old 
neighborhood identity and self-consciousness on the southwest side which has 
Cicero as an influence across the city limits. This oasis of sound tradition, 
hemmed in by railroad tracks and factories, began to display symptoms of 
blight about 5 years ago. Steps to correct this condition are being taken by 
businessmen, with Sears, Roebuck, which employs 12,000 Lawndalers, as chief 
contributor to the fund. 

On Chicago’s southeastern border, the renewal and conservation movements 
have crossed the State line into East Chicago, Ind. Purdue University leads 
the planning there. A fund of $1 million was established by contributions from 
six corporations representing the motor fuel, chemical, and steel industries. 

Across the Congress Expressway embankment at Ogden Avenue one can 
see some of the older buildings of the West Side Medical Center. For many 
years it has been great in size and reputation; today it is the greatest in the 
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world. Since 1952, inside its 305 acres (Congress to 14th and 15th, Ashland to 
Oakley), it has been building new hospitals, medical schools, nurses’ homes, and 
clinics. Its program of expansion is only half finished. The total cost will be 
$45 million. 

On the south side, immediately north of Lake Meadows, Michael Reese 
Hospital is expanding into a large medical center with a $37 million project and 
a time limit of 20 years. 

Fifteen years ago, the secretary of the American Medical Association was 
asked to name the greatest medical center in the world. He promptly said, 
“Vienna.” In June 1955, the same authority was asked the same question by 
the same club-fellow, and he promptly said, “Chicago.” 

The Illinois Institute of Technology, which has the Nation’s largest enrollment 
of engineering students, is freeing itself from its slum environment with a re- 
development fund of $45 million. It has cleared 22 acres of deteriorated dwell- 
ings and built 17 new structures for its various schools. Twenty others will be 
completed or under construction this year. 

Last June the University of Chicago announced the opening of a campaign 
to establish a $32,700,000 fund for the expansion of its facilities for teaching. 
A few days later Northwestern University fixed a much more ambitious goal 
for its immediate future: More buildings, scholarship grants, research labora- 
tories and clinics to cost $138,500,000 during the next 20 years. 

Verily, the planners of Chicago are on the march like the legions of Julius 
Caesar. 

Old Loopy, a symbolical character who figures in the writings of Christopher 
Morley as a civilized variation of Sandburg’s Hog Butcher for the World, is 
threatened with reformation by the renaissance now in progress. 

A phalanx of planners wants to move one portion of Old Loopy’s domain to 
the north branch of the river and another portion into an exhibition and con- 
vention hall at 23d Street by the lakeshore. These projects were regarded as 
grandiose dreams until a few months ago, when the State legislature passed 
acts to sanction their financing. 

On March 16, 1954, Arthur Rubloff, realtor, builder, promoter of North 
Michigan Avenue’s Magnificent Mile, invited 21 civic leaders, bankers, and 
industrial executives to the unveiling of his Fort Dearborn project, first dreamed 
of by him in 1943. It was represented by the architectural model of a large- 
scale civic administration center immediately north of the river. Its buildings 
would be scattered over 151 acres, to be almost completely cleared, from Rush 
Street to the north branch and from the river bank to Ohio Street (central 
portion to Chicago Avenue). Most of its structures would rise from an esplanade 
to be built at the level of the Michigan Avenue Bridge, which is two stories 
above the old street level. 

In this architectural complex, the principal points of interest for Old Loopy 
and his myrmidons would be: 

A new city hall, 30 stories; new county building, 22 stories; new Federal 
building, 22 stories; new State building, 12 stories; a hall of records; offices 
for municipal agencies such as the sanitary district, the park district, the trac- 
tion authority, the board of education, etc. Around the edges of this municipal 
Versailles would be lofty apartment buildings for private occupancy, a shopping 
center, and a public school. Sstimated cost for the entire development, $400 
million. Possibilities for financing: plausible. Construction period: from 4 
to 5 years. 

The Chicago plan-commission, which already was studying a somewhat similar 
development of the site, suggested changes of boundaries but approved the gen- 
eral idea. Three other city agencies recommended modifications of acreage and 
omission of a State university campus, which Rubloff’s scheme included. The 
Chicago chapter of the American Institute of Architects gave full indorsement. 
Then a citizens’ committee for Fort Dearborn was formed, with Earl Kribben, 
State Street department store executive, as chairman. 

Chicago is now the national champion in number of conventions per year and 
accommodations for their delegates. Nevertheless, the dream of a vast con- 
vention venter, capable of sheltering the largest crowds that ever seek to assem- 
ble under one roof, has been floating around among the top-level planners. 

The summer of 1955 brought decision and legislative enabling acts. The strue- 
ture will be built at 23d Street on the lakefront in Burnham Park. 

It will provide 600,000 square feet of floor space, one half of which will be 
in a single sweep without columns. Movable partitions will permit its simul- 
taneous use by several conventions. It will also contain an exhibition arena with 
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seats for 22,500 spectators, and 2 theaters, seating 5,000 and 1,700. An esplanade 
facing the lake will afford views of aquatic festivals and contests. There will 
be parking space indoors for 2,600 cars, and outdoors for 10,000 cars. The 
estimated cost’ $34 million. 

The Chicago renaissance is so multifarious in its activities that its leaders’ 
names are legion. These men are to be found everywhere among city and county 
officials, executives of industrial corporations and banks, faculties of universities, 
and staffs of architectural firms. Although, they form a large group of re- 
markably able citizens, equal in stature to the eminent leaders of Chicago’s 
fabulous past. 

“It is men who make a city,” said an ancient Greek historian. Chicago al- 
ways has been rich in such makers. 





TESTIMONY OF WILLOUGHBY ABNER, CHAIRMAN, EXECUTIVE BoarD, CHICAGO 
BrancH, NAACP 


The NAACP is deeply concerned and alarmed over policies being effectuated 
in the city of Chicago relating to the problem of housing for minority groups— 
policies emanating from both the Federal and local levels. 

Preceding witnesses have statistically supported the disproportionate and 
desperate need of nonwhite families for housing in Chicago. These figures 
graphically and dramatically illustrate that Chicago housing problems will not 
nor cannot be solved until we tear down the barriers which block the present 
and future housing market to Negroes and other nonwhite citizens of our 
community. 

The 1950 census shows that a 14.1 percent nonwhite population lived in only 
12.1 percent of occupied dwellings. Of these 131,416 nonwhite occupied dwellings, 
two-thirds were in blighted areas containing 50 percent more families than the 
number of dwelling units. Nearly half of Chicago’s 1950 total housing needs of 
292,000 dwellings was needs for the nonwhite population. Since 1950 the prob- 
lem has been further compounded by the increase in the nonwhite population 
coupled with a decrease in the ratio of dwelling units available to them. At the 
same time, the ratio of dwelling units available to the white citizens has increased 
with no such increase in its population. 

I wish to direct your attention to the attitudes, practices, and policies by gov- 
ernment, both Federal and local as well as private interests which promote, 
extend, and perpetuate the problem of inadequate housing for the nonwhite popu- 
lation because it is nonwhite. 

Let us first deal with the “hand me down” theory so often offered, both in and 
out of Government, as a major step in solving this problem. This theory, while 
recognizing on the one hand the deplorable fact that straight private housing 
production is practically unavailable to the nonwhite population, dismisses it 
on the other hand by pointing to the transition of residence in existing housing 
from white to nonwhite. 

Nonwhites should no more be consigned to castoff housing than confined to it 
in the first instance. Such a system forces nonwhites to underwrite the move- 
ment of whites to suburbs from which the nonwhites themselves are barred. 
Furthermore, nonwhites in this racially restricted market are forced to pay 
excessive prices for their housing and its financing under conditions inherently 
destructive to the value of their overpriced purchase. In addition, the basic 
characteristics of a supply of racial transitional housing ignores the requirement 
of need. Too often such limited housing is mostly for sale where the need 
mostly is rental. Such housing is in limited areas though nonwhites work all 
over the city. More often than not such limited housing is not related to family 
requirements—income, size, preferences, etc. 

The evidence is as abundant as the policy is obnoxious of the attempt to meet 
the housing needs of the nonwhite population only where the racial group pre- 
dominates. As the inevitable pressures for living space burst its artificial con- 
fines, racial tensions increase and explode into violence. This fundamentally 
explains Chicago’s unenviable high rate of anti-Negro violence in private hous- 
ing move-ins as well as such public-housing projects as Trumbull Park and 
Airport Homes. 

So long as public officials and bodies, Federal and local, encourage or acquiesce 
in the practice of nonwhite housing in only predominantly nonwhite communi- 
ties, then so long shall these pressures build, tensions mount, and violence 
explode. 
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Key to this problem, which is inescapably interwoven with relocation, is the 
construction of housing on vacant land sites irrespective of the racial complexion 
of the community. How, in our local urban renewal program, does declared 
congressional intent jibe with actual practice relative to housing construction 
on vacant land sites? 

The Congress itself, with Senator Douglas playing a leading role in the discus- 
sion, provided for open and predominantly open land projects wherever slum 
clearance would operate. In keeping with this congressional intent, former 
Administrator Foley, of the Housing and Home Finance Agency, sought to 
condition aid to Chicago with further slum-clearance undertakings upon a 
Chicago showing of substantial new housing construction in new areas open 
to nonwhite families. He further offered agencywide support with the latter. 
Apparently, however, this attempt went out the window when he went out the 
door. 

The Illinois Supreme Court found the constitutional requirement of public 
purpose in open land taking (as distinguished from taking of slum land) to 
rest in the proposition that the housing built on the open land would help 
rehouse displaced families and hence facilitate slum clearance. We are watch- 
ing with interest the planned housing development at 79th and Western—the 
first undertaken under the Illinois Supreme Court ruling. 

The Chicago Plan Commission on September 17, 1953, carefully analyzed relo- 
cation in Chicago and recommended to the city council that “Emphasis be placed 
upon the construction of housing available to displaced families on sites not 
requiring substantial demolition in suitable vacant areas.” The plan commis- 
sion also asked the city council to petition the Federal Government “to improve 
its means of assisting private enterprise and municipalities in increasing the 
supply of housing in vacant areas.” 

However, locally, the city council continues to force and approve publicly 
assisted projects which largely displace Negro families and which do not include 
projects making for substantial volumes of new housing on vacant land— 
nationally, the housing agencies go along and accept Chicago’s proposals. 

We therefore find not only this gross injustice to Negroes and other nonwhites 
but also the ignoring of congressional intent relative to relocation and open land 
undertakings. The Chicago Planning Commission’s voice is left crying in the 
wilderness. This, despite Housing and Home Finance Agency knowledge of 
the commission’s position and the congressional emphasis on the role of plan- 
ning in urban renewal, both in the 1949 and 1954 acts. 

Another widespread, but fallacious, notion is that public housing is the 
answer to nonwhite housing needs. This inebriated bubble is convincingly 
exploded when one realizes what a small fraction of existing housing and housing 
under construction is public housing. It is even more convincing when looking 
to the future to realize that according to the CHA only 20 percent of families 
relocated are eligible for public housing. 

All of this further points up the imperative necessity of open occupancy in 
fact as it relates to private housing construction. Despite the increased con- 
struction of such new housing and the vastly improved economic status of 
nonwhites, less than 1% percent of the new private construction in Chicago has 
been available to nonwhites who are approaching 20 percent of our total 
population. 

As has already been pointed out, the housing industry, the mortgage bankers, 
the FHA, the VA, and local government, by acts of commission and/or omis- 
sion, are responsible for this continued situation. 

In light of the aforementioned facts and observations, the Chicago branch 
of the National Association For The Advancement Of Colored People declares 
its policy and makes the following recommendations: 

1. All public housing must be open to tenants without regard to race, color, 
creed, or national origin. Tenant selection must be made without reservation 
on the basis of need for housing rather than on the basis or race. 

2. That there be a contractual requirement that all housing and other facil- 
ities such as parks, playgrounds, or hospitals erected or developed on land 
assembled through loans or grants under the slum clearance and urban rede- 
velopment program and the urban renewal program will be open to all renters, 
buyers, or users without regard to race. 

3. That FHA and VA eliminate race as a factor in underwriting appraisal or 
evaluation of property or neighborhood. That there be a contractual agreement 
that all FHA-insured and VA-guaranteed housing be available to renters or 
buyers on the same basis without regard to race. 
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4. That the Government require builders, lenders, and any others who receive 
Federal aid of any kind for housing programs to agree that renters and buyers 
will not be denied such housing on the basis of race. 

The position reflected by these recommendations is the only honorable and 
legal one the Federal Government can take, and is in line with the President’s 
announced policy of not permitting Federal funds to be used to promote racial 
discrimination. 

It is our sincere hope that the ideas and conclusions expressed herein will 
be given your sincere and serious consideration. 

In behalf of the NAACP, I wish to express appreciation for the opportunity 
to present our point of view on this all important subject before your committee. 
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WEDNESDAY, NOVEMBER 23, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HoustNc OF THE 
BANKING AND CuRRENCY CoMMITTEE, 
Chicago, Lil. 

The subcommittee met at 10 a. m., the Honorable Hugh J. Addonizio 
presiding. 

Present : Messrs. O’Hara, Barrett, Talle, and Ashley. 

Mr. Apponizio. The hearing will come to order. 

Before we call our first witness, I want to first of all say that the 
committee will necessarily be pressed for time this morning because 
we have to leave at 12:30 on the plane, so therefore we must adjourn 
the meeting by 12 o’clock noon. Consequently, any witnesses that 
are unable to present their statements may have the privilege of 
submitting them in the record. 

At this time I would like to submit for the record a letter from Max 
L. Loewenberg, president of the City Club of Chicago, addressed to the 
Honorable Albert Rains, chairman of the Subcommittee on Housing. 
Also attached to it is a statement from his organization. 

(The information referred to is as follows :) 

Ciry CLUB oF CHICAGO, 
Chicago 2, Ill., November 22, 1955. 
Hon. ALBERT RAINs, 
Chairman, Subcommittee on Housing, 
Banking and Currency Committee, 
House of Representatives, Chicago, Ill. 

DEAR CONGRESSMAN RAINS: We shall appreciate it greatly if you will see that 
the following statement of the City Club of Chicago is included as having been 
presented at the hearing held by the Subcommittee on Housing of the Banking 


and Currency Committee in Chicago this week. 
Yours very truly, 


Max L, LOEWENBERG, President. 


A ProcRAM To IMPROVE HovusING WiTH PRIVATE FUNDS BY THE CITY CLUB OF 
CHICAGO 


Many owners of prewar homes and apartments would be glad to invest in major 
property improvement if they could borrow money on high-ratio loans to be 
repaid over a long period. 

Currently builders and buyers can borrow almost all the value of new medium 
priced homes through long-term loans insured by FHA. Risk experience has been 
so good that a large reserve fund has been built up. 

Owners of older buildings find it difficult to borrow more than 50 to 60 percent 
of current appraised value, regardless of the share of the loan used for moderniza- 
tion, and FHA is not now authorized by Congress to guarantee long-term loans 
on this kind of property. 

The City Club of Chicago feels that it is highly desirable to encourage owners 
of existing dwellings to modernize them and maintain them at a high standard 
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of quality with funds secured from private sources. For this reason the club 
advocates that Congress authorize Federal Housing Administration to insure 
the following type of loans on existing dwellings (single-family residences or 
apartments) : 

1. Loans made upon the condition that a substantial share of the loan (such 
as a minimum of 25 percent) be used for modernization work accomplished within 
i2 months before or after the issuance of the mortgage guaranty ; 

2. For a high ratio of current appraised value (almost as high as for new 
construction ) ; and 


3. For which the repayment periods are more nearly comparable with those 
of insured mortgages on new homes. 

This recommended insured financing would stimulate much more moderniza- 
tion than is practical under presently available terms. It would encourage the 
flow of large amounts of capital into modernization, develop and upgrade com- 
munities that are now losing their former population and are prospective blight 
areas. The ebb tide of degeneration would, to a considerable extent, be stopped 
by private capital and private initiative. 

Mr. Apponiz10. I am now going to turn the chair over to our beloved 
friend and colleague, Congressman Barratt O’Hara, who will preside 
as chairman this morning. Mr. O’Hara. 

Mr. O’Hara (presiding). Thank you, Congressman. 

I think you will all be interested that our chairman, Congressman 
Addonizio of New Jersey, is the most decorated war hero in the Con- 
gress. Heisa great Congressman. 

Mr. Chairman, we are privileged to have with us this morning 
Alderman William D. Murphy, who has probably the hardest job in 
the city of Chicago as chairman of the housing committee of the city 
council; and also Alderman Leon Despres, who is a tremendously im- 
portant figure in the redevelopment that is going on in the South Side. 

Alderman Murphy, do you have a statement to make ? 

Mr. Murpuy. Yes, I have, Mr. Chairman. 


STATEMENT OF ALDERMAN WILLIAM D. MURPHY, CHAIRMAN, 
CHICAGO CITY COUNCIL 


Mr. Morrny. First, I want to thank you for extending the privilege 
to me to speak before you. I have a statement to make on planning 
and housing. 

Gentlemen, the Chicago City Council Committee on Planning and 
Housing is actively concerned with all municipal legislative matters 
in this field. The city council refers to us all ordinances and resolu- 
tions on planning and housing, site designations for public housing 
and land-clearance projects, redevelopment plans, and the like. Since 
our city council is in continuous session and meets approximately every 
2 weeks, our committee is continuously concerned with the very prob- 
lems which your hearing is dealing with. 

We see the city’s urban renewal program as a whole, and we are deep- 

ly concerned with its integration into our whole broad program of 
public improvement. We see the problem of relocation, for example, 
as it applies to expressways and other public and private work, as well 
as to title I activity. 
_ In addition to physical improvements, the city council is now work- 
ing on a completely new housing code and a completely new zoning 
ordinance for Chicago. Therefore, as you consider our problems, we 
urge that you regard them in the light of our broad approach to con- 
serving and rebuilding the great city. 
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The Chicago area occupies a uniquely important place in the manu- 
facture and distribution of our record national product. We are 
already an urban manufacturing center of unparalleled size. In addi- 
tion, we are expanding industrially at a pace which outstrips all other 
areas. In the postwar period our major industrial construction con- 
tracts numbered over 500, as compared with some 200 in the second- 
place Los Angeles area. 

As a result of great pending construction plans, Chicago will soon 
be the greatest combined air, rail, highway, inland waterway, and 
world port center ever known. Thanks to our geographical position 
we are assured an indefinite supply of raw materials for industry, sus- 
tenance for our population, and a great market for our goods. In 
order to do work at hand, Chicago has been attracting and will con- 
tinue to attract hundreds of thousands of new citizens—executives, 
salesmen, skilled workers, service workers, and unskilled laborers, and 
their families. 

We have an unparalleled problem here, (1) to find suitable indus- 
trial sites for new modern factories; and (2) even more important 
and urgent, to supply more adequate housing for our increase in popu- 
lation. To accomplish these nationally important aims, we need the 
help and cooperation of the National Government. The rate of hous- 
ing construction in the metropolitan area is hardly sufficient to take 
care of the population growth, let alone to replace wornout housing. 
The vacancy rate in Chicago, as last reported by the Bureau of Labor 
Statistics, is well under 2 percent. 

Representative of our public agencies have spoken to you about spe- 
cific problems. We are keenly aware of the needs presented by our 
agencies and urge upon you their fullest consideration. We are espe- 
cially interested in the streamlining of Federal procedures, in adop- 
tion of all measures needed to allow us to use any slum land for its 
proper purpose, and to enable us to establish longer-range programs. 

I would like to leave one central thought with you: The problem of 
broad rebuilding is so acute that all your efforts in Congress and all 
our efforts here are necessary to preserve our economy and to deal fair- 
ly with the housing needs of our citizens. 

Thank you, gentlemen. 

Mr. O’Hara. Thank you very much, Alderman Murphy, for that 
fine statement. Of course, there must be a close cooperation between 
the city legislative body and the national legislative body to attain 
our objective. 

Alderman Despres of the fifth ward. 


STATEMENT OF LEON M. DESPRES, ALDERMAN OF THE FIFTH 
WARD, CHICAGO 


Mr. Despres. Mr. Chairman, members of the committee, my name 
is Leon M. Despres. Iama lawyer. I am appearing here as alderman 
of the fifth ward of Chicago, the area which includes the urban re- 
newal and rehabilitation project known as Hyde Park A. My alder- 
manic office is at 1463 East 55th Street in the heart of the project. I 
am a member of the city council committee on planning and housing. 
A special subcommittee consisting of Aldermen Freeman, Prusinski, 
Ronan, and me, is considering the problems of displaced business ten- 
ants in Chicago urban renewal and rehabilitation areas. I am appear- 
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ing as a member of that subcommittee and in behalf of the people of 
my own ward who are directly affected. 

The problem: We wish to present to the committee an aspect of the 
problem of urban renewal and rehabilitation which we are sure the 
committee will want to consider carefully. In presenting it, we do 
not mean to detract from the importance of the large issues before the 
committee. The central issue for the committee’s consideration is 
how to provide adequate housing and more housing for the people of 
this Nation. That is one of the central problems of the entire country 
and we feel it very keenly here in Chicago. Part of the total problem 
is also how to renew and rehabilitate our cities so that they continue 
to be good places to live in, and so that the improvement of our cities 
will encourage the construction and maintenance of adequate housing 
for the inhabitants. 

Our city council has gone on record repeatedly, right up to the pres- 
ent time, in favor of the renewal and rehabilitation of the great city 
in which we live. We are deeply interested in the work of this com- 
mittee. 

There is one pressing problem, however, in connection with urban 
renewal which 1s incidental to the whole problem, but vital to the 
people it affects. It is the problem of giving justice to the small dis- 
placed and dispossessed business tenant who receives no compensation 
for condemnation of the real estate, and who finds himself suddenly 
faced with removal, although were it not for the urban renewal project 
he would continue his business indefinitely. In its incidental effects, 
the urban renewal program has placed real hardship on this class 
of persons. We believe, however, that this committee will be con- 
cerned to work out a solution and can do so. 

Here is the problem that faces the small-business tenant who has 
a short-term lease. He learns that there will be an urban renewal 
project. The agencies approve the urban renewal plan and file con- 
demnation proceedings. The owner of the building receives an award, 
based on the fair cash market value of the real estate as a going busi- 
ness property, but the tenant with a short-term lease receives nothing. 
If he wishes, he may generally remain on a month to month basis until 
demolition occurs. Condemnation and land acquisition require 
months and perhaps years. As some buildings are torn down, the 
neighborhood becomes a less satisfactory source of business and the 
tenant’s income declines. 

The tenant has no assurance that he will be admitted to the new 
business center. He has heavy moving expenses which no one will 
reimburse him for. He has equipment and merchandise which are val- 
uable to a going business and have a fair cash market use value that 
is far higher than the knockdown price he will get if he has to sell. 
If he finds a new location, he must pay dearly for any credit used to 
buy new equipment and stock, and he can get only short-term credit 
which puts him, if he can get it at all, at the mercy of high-interest 
finance houses. Upon moving to another location, the tenant may lose 
incalculable goodwill. . 

This is no hypothetical or theoretical situation which we are pre- 
senting. It is precisely the situation of the business tenants along 55th 
Street in the urban renewal project known as Hyde Park A. This is 
a great pilot project around the University of Chicago, on which the 
eyes of the Nation are fastened. We believe that the committee will 
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want to direct its attention toward alleviating the hardships these 
businessmen are suffering. 

The results of the questionnaire to 55th Street businessmen : 

The 55th Street Businessmen’s Association, under the presidency 
and chairmanship of David Sutton and George X. Rosenthal, has cir- 
culated a questionnaire designed to give this committee in summary 
form factual data showing some of the practical problems and hard- 
ships which these business tenants are facing. This is material which 
would require days to accumulate. We have attached a summary of 
some of the answers as a part of this statement, and refer the commit- 
tee to it as a source of valuable original information. 

Legal opinion of corporation counsel of the city of Chicago: We 
have obtained from the corporation counsel of the city of Chicago a 
legal opinion. I understand that copies are being typed and I would 
like to ask leave, if I may, to insert the copy and attach it as a part of 
this statement when it comes in. 

Mr. O’Hara. It may be inserted. 

Mr. Despres. Thank you, Mr. Chairman. 

This is a legal opinion on what the present rights of the small-busi- 
ness tenants are and what the present Federal law and State law 
provide. The essence of the opinion is that under present Federal 
and State law, there is no relief whatsoever for the displaced and dis- 
possessed small-business tenant with a short-term lease. 

This situation is grossly unfair, because, although the business 
tenant with a short-term lease may be legally at his landlord’s mercy, 
the intervention of the renewal plan is what causes the hardship. The 
situation resembles the cases of interference with a man’s employment, 
where the employment may be at will, but the law often allows dam- 
ages when a third party causes it to terminate. 

We earnestly suggest the following for this committee’s consider- 
ation : 

1. As a matter of great urgency and elementary fairness, we ask 
this committee to consider immediately the provision of long-term 
moderate interest financing for such displaced and dispossessed small- 
business tenants, so as to permit them to acquire comparable fixtures 
and stock in new locations and make a new start. 

2. We ask that the committee consider an amendment which will 
permit contribution toward the moving expenses of business tenants, 
comparable with the contributions already being made to residential 
tenants. 

3. Asa matter of urgency, we ask the committee to consider methods 
of substantially speeding up urban-renewal projects, so as to reduce 
the elapsed time between the adoption of a plan and its execution. 

4. We ask that the committee consider a system of compensation to 
such tenants, to alleviate the hardship when a tenant loses the going- 
use value of equipment and stock and finds himself forced to accept a 
knockdown price. 

5. We urge that the committee immediately provide for some fair 
system so that other considerations being equal, displaced small-busi- 
ness tenants may have the preference for establishing comparable 
enterprises in new business centers. 

We repeat our strong support of the urban renewal and rehabilita- 
tion program. We seek no windfalls for anyone. We ask only for 
justice, 
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Now, I would like to state that State Senator Korshak is here from 
the senatorial district which also includes the Hyde Park A project. 
It is the same district which is in the Second Congressional District of 
Illinois, which the chairman represents in such a distinguished manner. 
Senator Korshak has stated that he associates himself completely with 
the statement which has just been made. 

I would also like to state to the committee that there are here today 
10 or 12 of the small-business tenants with short-term leases who have 
been tragically affected in the manner described in the statement. If 
the committee or its staff has any questions to direct toward them, 
they will be pleased to answer them now or later at any time the 
committee desires, directly or in writing. 

Congressman, could the record show at the close of my testimony 
that the following were the local small-business people present: A. 'T. 
Anderson, hardware; Richard Aylward, local banker; R. O. Byerrum, 
local banker ; Morris Cohen, automobile sales; Doris Israelson, baker ; 
Elsie Johnson, beautician; Harold Johnson, automobile repair; Arn- 
hilf Lindgren, paint store; Morton Morton, restaurant; Jack Nixon, 
liquor store; George X. Rosenthal, men’s apparel and furnishings: 
Walker Sandbach, Consumers Cooperative Food Store; Victor Sotos, 
lawyer; Fern Stanley, launderette. 

(The attachments to Mr. Despres’ statement are as follows :) 
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NOVEMBER 23, 1955. 
Hon. Leon M. DESPRES, 
Alderman, Fifth Ward, Council Chamber, City Hall, Chicago, IU. 

DeEaR Str: We have your letter of November 3, in which you write upon the 
direction of the city council committee on planning and housing to request our 
opinion as to the status of the law in Illinois and the possibility of legislative 
changes in connection with the displacement problems of small businesses in 
arban renewal project areas. You specifically request our comments as to the 
following: 

1. The payment of expenses of removal of these businesses to new locations. 

2. Compensation for the difference between the fair going value and the knock 
down value of business fixtures and equipment. 

3. The provision for a preference for displaced businesses in any comparable 
facilities erected under the renewal plan. 

Before addressing ourselves to the specific matters you raise, some background 
as to the statutory basis for the programs described appears appropriate. 

The term “urban renewal area” is found in the Federal Housing Act of 1940, 
as amended by the 81st Congress and is defined as follows: 

“Urban renewal area” means a slum area or a blighted, deteriorated, or de- 
teriorating area in the locality involved which the Administrator approves as 
appropriate for an urban renewal project, section 110 (a). 

In paragraph (c) of section 110 the term “urban renewal project” is defined as 
follows: 

“Urban renewal project * * * may include undertaking and activities of a 
local public agency in an urban renewal area for the elimination and for the 
prevention of the development or spread of slums and blight and may involve 
slum clearance and redevelopment or rehabilitation or conservation * * *” 

The type of projects contemplated by this Federal legislation are developed in 
Chicago either by the Chicago Land Clearance Commission, created pursuant to 
the Blighted Areas Redevelopment Act of 1947, as amended, (ch. 6714, sec. 63 ff. 
Ill. Rev. Stat. 1955) or by the Community Conservation Board, as agent for the 
city of Chicago, pursuant to the Urban Community Conservation Act, as amended, 
(ch. 6744, sec. 91.8 ff., Ill. Rev. Stat. 1955). 

The Blighted Areas Redevelopment Act provides in section 14 for the ac- 
quisition of real property in the following language: 

“Upon approval of the determination as provided in the preceding section, the 
land clearance commission may proceed to acquire by gift, purchase or condemna- 
tion the fee simple title to all real property lying within the area included in the 
redevelopment project. * * * Condemnation proceedings instituted by Land 
Clearance Commissions shall be in all respects in accordance with an Act en- 
titled ‘An Act to provide for the exercise of the right of eminent domain,’ ap- 
proved April 10, 1872, as heretofore or hereafter amended.” 

The Community Conservation Board is given similar powers in section 6 of 
the Urban Community Conservation Act as follows: 

“The Conservation Board of a Municipality shall have the power to acquire 
by purchase, condemnation, or otherwise any improved or unimproved real 
property the acquisition of which is necessary or appropriate for the imple- 
mentation of a conservation plan for a Conservation Area as defined here- 
LR els aa 

We move now to the consideration of the right of a businessman who owns or 
leases his place of business to recover the cost of removal of fixtures and equip- 
ment from the premises to be taken in accordance with an urban renewal plan. 
We assume the term fixtures to be used in a nontechnical sense and referring to 
property not regarded under the law as part of the real estate. The problem 
of payment for fixtures at a rate reflecting their usefulness in a going business, 
as suggested in your second question is so closely related and so often arises sim- 
ultaneously with claims for recovery of removal costs that we will consider them 
here together. 


An examination of authorities clearly establishes the prevailing rule in most 
jurisdictions in this country to be that the cost of removal of equipment and 
fixtures held to be personal property is not allowed where the property to be 
taken by the public body is the real estate on which such personalty is located. 
3 A. L. R. 2d 286, 4 Nichols on Eminent Domain, sec. 13.13 
therein. 


There are two reasons generally assigned by the courts as justification for 


and cases cited 


this rule. The first is that the owner’s necessity of incurring removal costs does 
not enhance the value of the property taken and second, that such damages are 
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speculative. In re Post Office Site, 210 F. 832 (1914). Where it is the lessee 
who is seeking compensation the courts have sometimes denied recovery on 
the ground that the condemnation of land merely changes the date of lessee’s 
removal and entails no damages which he would not incur in any event. Thus 
in United States v. Inlots (26 Fed. Case 482 Case No. 15,441 (1873)) the Court 
said: 

“The claimants being bound by the conditions of their respective leases to 
remove their property at the end of their terms, the act of appropriation only 
changes the time when the removal should take place, but does not occasion the 
obligation to remove, and that, therefore, the Government is not justly chargeable 
with the losses consequent upon removal but is only liable for the value of the 
right to remain or of the occupancy for the unexpired term of the lease.” 

And the same result has been sustained by the Supreme Court of the United 
States even where an alternative site was unavailable to relocate a going 
business, the court saying: 

“There is no finding that the Government took the business or that what it 
did was intended as a taking. If the business was destroyed, the destruction 
Was an unintended incident of the taking of the land.” Mitchell v. United States 
(207 U. 8S. 341, 69 L. Ed. 644, 45 8S. Ct. 293). 

Turning to Illinois authorities we find several instances where such recovery 
has been allowed. Thus in St. L. V. &€ T. H. R. R. Co. v. Capps (67 Ill. 607 
(1872) ) a railroad company was granted use of land in a public street to lay 
tracks, pursuant to an ordinance requiring the railroad to “pay all damages 
that may accrue to the property owners” along the street. An owner of 
property who also ran a business on the street sought to recover for the damage 
to his business including the loss of customers due to reduced pedestrian traffic 
on the street and the cost of removal of property from the premises. The court 
allowed the recovery pointing to the ordinance which in giving the railroad the 
right to use the street, imposed the condition “to pay all damages.” The rail- 
road in accepting the right, was also deemed to have accepted the condition 
attached thereto as part of its contract. 

It should be noted that the taking of property in this case was not by a 
public body using public funds. Nor was the taking governed solely by the 
constitutional formula of just compensation for property taken or damaged, but 
rather by an apparently broader standard requiring payment of “all damages to 
owners.” 

In C. M. & St. P. Ry. Co. v. Hock et al. (118 Ill. 587 (1886)) the railroad 
took property by condemnation and the owner sought damages for “loss of time 
in preparation of said building” (partly constructed) and inconvenience and 
cost of removal of the business from said premises. The damages claimed were 
allowed, the court stating that its decision was in harmony with the Capps case 
cited above. There was no discussion in the court’s opinion as to whether, as in 
the Capps case which was relied on, the railroad had obligated itself to pay 
“all” damages that may accrue to property owners. 

In A. T. & Santa Fe Ry. v. Schneider (127 Ill. 144 (1889)) the holder of a 
leasehold was forced to move to make way for the railroad. An instruction 
to the jury allowed consideration of all evidence tending to show actual value of 
the leasehold interest of which the defendant would be deprived including the 
actual loss suffered by him from the loss destruction or depreciation of the im- 
provements placed by him on the property specially adapted to the conduct of 
his business ; the reasonable costs of removal and of refitting in another location 
for the further conduct of the business and any injury sustained by reason of 
the unavoidable interruption of business incident to the removal from the site 
and establishing in new locations during the period of such interruption. 

Distinguishing this case is the apparent agreement of the condemnor in the 
trial court as to the propriety of including these elements as bearing on damages. 

In a later case, also clouded by the assent of the plaintiff at the trial level to 
the inclusion of removal costs in ascertaining damages, the court chose by way 
of a completely voluntary discussion of this problem to explore some of the 
difficulties of the question posed, with the following dicta: 

“This court and many others have often said that the measure of damages is 
the market value of the property condemned * * * and this is undoubtedly the 
general rule; but this court has never held that the rule is without exception 
and that cases may not arise where a proper observance of the constitutional 
provision that private property shall not be taken or damaged for public use 
without just compensation may not require the payment of damages actually 
sustained other than those measured by the value of property * * *. 
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But may not cases arise where the cost of removal of personal property from 
the premises taken, and injury thereto, would exceed the value of the property 
taken? Let it be conceded that, as contended by appellants, the owner of a 
leasehold interest would have no greater right to recover such damages than 
the owner of the fee; might not a case arise where the owner of the fee would 
be entitled to such damages? Let it be supposed that the fair market value of 
a certain piece of real estate sought to be condemned is of itself of but small 
value but that the property is occupied by the owner as the site of a costly manu- 
facturing plant, is covered with valuable and complicated machinery, and that 
such machinery could not be removed except at an expense greater than the 
value of the premises; must the owner accept the value of the premises and 
expend the amount received and an additional sum in removing the machinery? 
Metropolitan, etc., R. Co. v. Siegel (161 Tl. 638 (1896) ). 

The door that appeared to have thus been opened by the Siegel case was care- 
fully fitted with a latch in Braun v. Metropolitan W. 8S. R. R. Co. (166 Il. 434 
(1897) ) in which an award was appealed from as being inadequate, it being 
charged that the trial court erred in refusing to allow damages to appellant’s 
goods, which would result from their being moved from the building and for 
interruptions to the business in packing, moving, and reestablishing the busi- 
ness elsewhere. The court rejected this appeal, quoting from Lewis on Eminent 
Domain, section 488, as follows: 

“It is a general rule that damages to personal property, or the expense of re- 
moving it from the premises, cannot be considered in estimating the compensation 
to be paid.” 

In reviewing in the Braun case the decisions we have cited above, the court 
said : 

“In Chicago, Milwaukee and St. Paul Railway Co. v. Hock (118 Il. 587), the 
circuit court judge before whom the trial was had by agreement, without a jury, 
allowed the owner $5,500 for several different items of damage without stating 
how much was allowed for each, and among which was the ‘inconvenience and 
cost of removal of his business from said premises’.” 

Upon what evidence the item was allowed, or how much was allowed for that 
particular item did not appear. The allowance was held not reversible error 
on the authority of St. Louis, Vandalia and Terre Haute Railroad Company v. 
Capps (67 Ill. 607). That was an action on the case, and the defendant was 
held liable under the provisions of a city ordinance, and not under the eminent 
domain law of the State. The Hock case does recognize the rule that loss of 
profits sustained by the interruption of business is not a proper element of damage. 
In Atchison, Topeka and Santa Fe Railroad Co. v. Schneider (127 Il. 144), the 
question of compensation being between the petitioner and the holders of leases 
on the condemned property, both parties proceeded on the theory that the tenants 
were entitled to receive the reasonable cost of removing and reestablishing their 
business, loss of business, etc., and hence the measure of compensation was not 
in controversy or decided. 

The court having thus disposed of the Capps, Schneider and Hock cases then 
proceeded to a discussion of the Siegel case (supra) wherein it will be recalled 
the court had rhetorically asked whether fair market value alone would justly 
compensate for the damages of the property taken and drew an illustration of 
apparent hardship resulting from strict application of the market value test. 
The court interpreted the Siegel case as follows: 

“The effect of our holding in the late * * * (Siegel case) * * * is, that in 
exceptional cases the cost of removal from the premises, interruption in busi- 
ness, etc., may properly be considered in estimating the fair cash value to the 
owner, and the allowance of such items in that case was sustained solely on the 
ground that the petitioner had, as in the Schneider case, conceded upon the trial 
that that might be properly considered. 

“All the cases recognize the general rule as stated and it is certainly true that 
when the owner has been allowed the full cash market price of his property, 
taking into consideration the use to which he has devoted it. he has received 
just compensation therefor: and whenever a consideration of matters of per- 
sonal inconvenience to the owner, loss of profits, damage to personal property, 
and cost of removal is permissible, it must be when a sufficient foundation there- 
for has been laid, so that their consideration simply aids the jury and court in 
determining the fair cash value of the property in view of its present use. There 
is nothing in this case to bring it within any exception to the rule.” 
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In Cook & Rathbone Co. v. Sanitary District (177 Ill. 598 (1899)) the court 
repeated the general rule as being the denial of consideration of damages to per- 
sonal property or the expense of removing it from the premises while denying 
consideration of the difference in cost to the lessee of bringing lumber in by 
water as opposed to having it shipped in by rail over the next 5 years. 

The condemning authority took a strip constituting part of the leasehold along 
the river’s edge. The court said such considerations were too remote and 
speculative to be allowed. 

The most recent reference to the Siegel case in Illinois reports occurs in 
City of Chicago v. Provus (415 Ill. 618 (1953)) in which the owner of real 
property attempted to have included in the consideration of damages, occa- 
sioned by the taking of a part of their lake-front property for an extension 
of the outer drive, amounts previously expended by them for an appraisal 
fee in connection with a proposed FHA loan, loss occasioned by inability to 
use architects’ plans for a proposed apartment building, and a claim for a 
mortgage-service charge. The court adopted the pure market-value test and 
refused to consider the outlay of capital for future-use planning and financing 
on the grounds that the value of the vacant land was not thereby enhanced. 
The appellant cited the Siegel case, but the Supreme Court seemingly put an 
end to any notions that the dicta in the Siegel case, quoted above, is to be given 
serious future consideration. The Siegel case was casually dismissed by refer- 
ence to the Braun case in which, as already indicated, the court pointed out 
that the petitioner had conceded, at the trial level, that damages for cost of 
removal and loss of profits were allowable . 

Thus, although earlier cases indicated the possibility that some relief for 
business losses might be forthcoming in Illinois, in contradistinction to the 
general rule followed in most other jurisdictions, later cases seem to bring our 
State in line with the prevailing view. 

The picture is not yet entirely clear, and some questions remain to be answered. 
In the Braun case, the court used language in an apparent effort to clarify 
the Siegel case, in which it was said the fair market-value test may not be 
applicable in all cases. The court suggests the Siegel-case language really 
means “the fair cash value to the owner,” which, in turn, it is suggested is 
synonymous with “the fair cash value of the property in its present use.” 
Such valuation, it is suggested, may, in an exceptional case, be arrived at by 
consideration of matters of inconvenience to the owner, such as removal costs. 
Whether the kinds of exceptions contemplated are those that normally fall 
outside the general market-value rule, such as railroad property, schools, 
churches, ete. Sanitary District vy. Pittsburgh, Ft. Wayne and Chicago Railway 
Co. (210 Ill. 575), or constitute another, yet undefined class of cases, does not 
appear in the reports. (Compare, for example, Forest Preserve District v. 
Hahn (341 Ill. 591 (1981)) and Pittsburgh C. C. & St. L. Ry. Co. vy. Gage (286 
Ill. 213 (1919)) where the court held the test to be market value rather than 
the value to the owners. 

It, therefore, appears that in spite of early litigation into which could be 
read a willingness on the part of the Illinois court to adopt a more liberal view 
on such matters, the court has occasionally denied recoveries of the type under 
discussion and has yet to allow such damages in a clear-cut case. 

Certainly the lessee, under a short-term lease, typical of the situation we 
are now considering, is still apparently without a remedy since he has no 
property other than the unexpired leasehold, which is being taken for public 
purposes. 

Thus, in City of Chicago vy. Cunnea (329 Til. 288 (1928) ), the city’s witnesses 
testified that the market value of the property taken was $6,000. The owners 
apparently did not contradict this testimony, but argued that compensation 
should be based on the cost of securing other equally suitable premises and 
sought to prove that such equally suitable property could not be secured for 
less than $12,000. The trial judge at first permitted this evidence to be intro- 
duced but subsequently directed that it be stricken. Counsel for the owners, 
in the argument to the jury, contended that the award “must be enough money 
so that you can get the same kind of home you had before,” and made other 
similar statements which the Supreme Court regarded as so prejudicial as 
to require a reversal in spite of the fact that both the testimony and the argu- 
ment had been stricken and although the court said that the verdict was not 
excessive. 

We come next to a consideration of whether it would be possible to provide 
for compensation as for cost of removal and related matters by legislation. 
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Courts have often hinted at the appropriateness of some legislative modi- 
tication of what sometimes appears as a harsh rule under bare constitutional 
requirements. Thus, in Oakland v. Pacific Coast Lumber, etc., Co. (171 Cal. 392, 
153 p. 705 (1915) ), the court said: 

“We are not to be understood as saying that this should not be the law 
when we do say that it is not our law. It is quite within the power of the 
legislature to declare that a damage to that form of property known as business 
or good will of a business shall be compensated for, but unless the constitution 
or the legislature has so declared, it is the universal rule of construction that 
an injury or inconvenience to a business is damnum absque injuria and does 
not form an element of the compensating damages to be awarded.” 

Statutes of this character have occasionally been passed in the United States. 
One of the earliest of these efforts to grant compensation beyond what was con- 
stitutionally required was a Massachusetts statute known as the Metropolitan 
Water Supply Act, designed to enable the city of Boston to secure a municipal 
water supply. The act provided that an owner of an established business, whether 
“taken or not” might recover compensation for a resulting decrease in the value 
of the business. In holding that the professional practice of a physician was an 
established business within the meaning of the act and in determining the 
decrease in value of such a business, the court refused to accept market value as 
the standard of value, saying that damages were to be paid for. 

‘“ * * * the actual decrease in value of that business, not for the decreaxe in 
value of such elements in it, only, as admitted of being sold. There is no practical 
difficulty in the way of carrying out the statute according to its meaning. The 
money value of the petitioner’s business could be estimated, even though abso- 
lutely personal to himself.” Earle v. Commonwealth (180 Mass. 579, 584, 63 
N. E. 10, (1902) ). 

The obvious question posed by such special statutory enactments is whether 
the provision for payment of compensation beyond what is constitutionally re- 
quired constitutes an appropriation for nonpublic purposes and is thus objection- 
able. In Illinois, as is generally held, the constitutional provisions prohibiting 
taking or damaging without compensation have been held to be self-executing 
and not requiring legislation and not subject to any impairment by legislation or 
ordinance. Feldman v. City of Chicago (363 Ill. 247 (1936) reversing 276 Ill. 
App. 142) ; People ex rel John Farwell v. Kelly (361 Ill. 54 (1935)). If the con- 
stitutional guarantee cannot be subtracted from by the legislature, can it be 
added to? Obviously the mere fact that a governmental authority pays money 
into private hands does not necessarily constitute such payment as a donation 
for private purposes. The illustrations of everyday experience are all that are 
necessary as citations of authority that payment for the benefit of private persons 
may nevertheless be for a public purpose. There are other tests as to whether 
such payments are proper uses of public funds. 

Such an attack was made on a Rhode Island statute which authorized the city 
of Providence to condemn land for water-supply purposes and provided com- 
pensation for various types of incidental losses, such as removal costs and 
injuries to business. The contention was made that in extending compensation 
heyond the scope of constitutionally guaranteed payment, the statute deprived 
taxpayers of their property without due process. The Supreme Court of the 
United States said there was no rule standing in the way of such an extension 
of compensation. Joslin Manfacturing Company v. Providence (262 U. S. 668, 
677, 43 S. Ct. 684, 67 L. Ed. 1167 (1923)). The court quoted from an earlier Mas- 
sachusetts opinion of Mr. Justice Holmes: 

“Very likely the rights were of a kind that might have been damaged if not 
destroyed, without the constitutional necessity of compensation. Sut some 
latitude is allowed to the legislature. It is not forbidden to be just in some 
cases where it is not required to be by the letter of paramount law.” JZarle v. 
Commonwealth, supra. 

Obviously any such proposed legislation would have to meet the customary 
tests of reasonableness and be free from arbitrary class discriminations. 
Whether, for example, the provision of such payments for businessmen in 
urban renewal areas would be objectionable if like claims of other classes of 
persons displaced by the same or other public programs were not similarly 
recognized is a matter beyond the scope of the present opinion. 

We have likewise refrained from expressing the opinion of this office as to 
the desirability of such a legislative extension of the duty of public bodies to 
compensate. 
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The principal reason which can be assigned to the shying away by the courts 
from permitting recovery of such compensation, that is the speculative and un- 
eertain character of the amount of damages, should not be attributed to the 
laziness of judges hesitant to address themselves to the solution of.complex 
formulas. The problems met in dealing out such payments in a fair and certain 
manner are serious and substantial. And whether these problems will be han- 
dled by the courts in the final analysis or by administrators of programs in the 
first instance, the establishment of a precise formula by the legislative looms 
as a momentous task. 

It is not only the problem of distributing with justice that have given the 
courts pause when they have been tempted to relieve cases of demonstrated 
hardship. Of no less public concern is the need for officials assigned the respon- 
sibility of developing public-improvement programs, to be able to at least approx- 
imate what is involved by way of cost to finance the gigantic undertaking charac- 
terizing this present period of monumental public works. The reliability of such 
estimates become even more important in an era of revenue bond financing. 
What the impact of present adoption of such additions to local cost would be 
on existing programs for which bonds have already been sold is likewise desery- 
ing of most serious consideration. 

The propriety of the use of bond-issue funds which have heretofore been 
approved by the voters for this extension of payments beyond the constitutional 
and statutory requirements at the time of approval is not considered in this 
opinion. 

The third question you raise is with regard to the establishment of priorities 
for displaced commercial tenants in appropriate facilities which may be erected 
under the renewal plan. It seems clear upon cursory examination that the 
legislature could accomplish this purpose. Though we should not wish so to 
state conclusively at this time, it may well be possible to achieve this result 
insofar as Illinois law is concerned without seeking action by the general assem 
bly. 

We trust this response to your inquiry proves helpful for your present pur- 
poses and stand ready to give consideration to any further inquiry you may 
submit. 

Very truly yours, 
MAYNARD I. MISHNER, 
Special Assistant Corporation Counsel. 

Approved. 

JOHN J. MELANIPHY, 
Acting Corporation Counsel. 


TESTIMONY OF AMERICAN FRIENDS SERVICE COMMITTEE 


My name is Ogden Hannaford; I am an architect in private practice and I 
speak here on behalf of the American Friends Service Committee, Chicago regional 
office. The American Friends Service Committee is a Quaker organization. Along 
with a variety of other activities we work in the United States and various parts 
of the world toward the constructive solution of those problems of intergroup 
relations which result in prejudice and discrimination against people because of 
their race, creed, or national origin. 

At this time we are particularly concerned about the exclusion of certain 
minority groups from homes especially on racial grounds. For the past 4 years 
we have had direct practical experience with this problem in Chicago. Because 
the democratic and moral principles involved are so clear to us, we would like to 
share with this committee some of the facts concerning the development of 
segregation, its continuing expansion, and some necessary steps to be taken if 
segregated housing is to be eliminated. 

Housing remains the only commodity in our free-enterprise system which has 
a race tag on its sale and use. Minority group persons are free to purchase 
any other product or service, the only qualification being the color of their 
money, not the color of their skin, as in the rental and purchase of housing. 

Changes in population and income patterns during the war and postwar years 
have brought an enormous increase in the effective demand for housing among 
nonwhites. From 1940 to 1950 the earnings of nonwhites throughout the Na- 
tion tripled and their rate of home ownership rose from 20 to 33 percent, a rate 
twice that for whites. 
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Great strides have been made in the construction of new housing, but despite 
their increased income nonwhites have been confined to old houses in the estab- 
lished ghettos. Less than 114 percent of the new private construction in Chicago 
has been available to nonwhites who constitute 15 percent of our total population. 

Segregation in housing has serious consequences not only for the nonwhite 
family but for the entire community. It means that minority families are the 
subject of exploitation. It means that they get the worst housing, pay more for 
it, and are subject to extreme overcrowding as a consequence. The figures on 
overcrowding in Chicago are startling when it is observed that it decreased among 
white renters in the period from 1940 to 1950, but actually increased for non- 
whites during the same period. In other words there was less housing available 
to the nonwhite population in 1950 than there had been 10 years before. The 
figures on substandard housing among nonwhites are equally distressing. For 
every substandard dwelling occupied by a white family in Chicago there are 
more than three such dwellings occupied by nonwhites. 

The building industry has attempted to alleviate the critical housing need of 
nonwhites by building homes for sale exclusively to minority families. Despite 
such additions to the housing supply, which fell far short of the announced goal 
of 10 percent, this approach does not meet the problem. The American Friends 
Service Committee believes firmly that in the field of housing as in education 
“separate” is never “equal.” Segregated facilities are bound to be regarded as 
second class, and they are likely to be inferior in quality because they are pro- 
duced for a captive market. 

Why is it that so little housing has been made available to nonwhites? Com- 
menting on the problem in February 1954, Housing Administrator Cole stated, 
“Low income simply complicates the problem of many minority families, but all 
face it—ever those with relatively high incomes.” In the same speech he defined 
the problem as a “blockade of custom and code, of unjustified economic fears.” 

The major reasons for the dearth of housing for Negroes and other minority 
group families are lack of available land, lack of financing, and segregated think- 
ing in Government and in the housing industry. The land problem is probably the 
most serious of all. It is almost universally understood that land not already 
occupied by Negroes or immediately adjacent to Negro neighborhoods is con- 
sidered white land. Such land, even if undeveloped, cannot be used for hous- 
ing available to nonwhites without breaking the “gentlemen’s agreement.” Thus, 
undesirably located residential sections constitutes the only land available to 
minorities. 

The problem of land and financing are interlocking. Mortgage firms will turn 
down a development which is in a undesirable location, no matter who is to 
occupy the houses. Yet, they are at least as likely to reject a project in a good 
location if it breaks the gentlemen’s agreement as to where nonwhites may live. 

The habit of segregated thinking is not the exclusive pattern of builders and 
mortgage bankers. It is found among FHA and VA personnel, who are drawn 
in large part from the ranks of builders, mortgage bankers, and real-estate 
dealers. This is not true of all FHA and VA staff, any more than it is true of all 
building industry people. Yet FHA leaders are well aware of how little has been 
accomplished in practice. 

The Federal Housing Administration has not yet arrived at a stage where it 
comes out squarely for nonsegregated housing. There is a real danger that even 
its latest policies will result in more acceptable ghettos. 

Beginning in 1950 with the proscription against the inclusion of a recorded 
race restrictive covenant in insured mortgages a new phase in FHA operations 
came into being. This was characterized by increasing recognition by officials of 
the special problems facing minority group families. In 1951 it was announced 
that all repossessed FHA insured housing would be administered on a non- 
segregated basis. In 1953 FHA began setting annual goals for local insuring 
offices in order to spur them on to increase the supply of housing available to 
minority families. 

Then in May 1954 FHA Commissioner Mason outlined a program of reorienta- 
tion toward the positive encouragement by FHA of open occupancy, as well as a 
greater desire to serve the minority housing market more effectively. Little has 
occurred subsequently to show that this more open concept of racial policy is 
heing carried out. We repeat that in the Chicago housing market only 114 per- 
cent of the total new construction has been available to nonwhites. 

The objectives of recent FHA announcements are indeed laudable. However, 
its accomplishments to date have been pitifully meager in terms of Commissioner 
Mason’s announced goal that “the benefits of the entire mortgage insurance 
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system and of obtaining adequate housing accommodations are to be made avail- 
able to all families on an equal basis, irrespective of race, color, creed, or national 
origin.” The Federal Government, as a major participant in the housing economy, 
has the duty of going beyond mere paper pronouncement. It must look to 
actual results. i J1ii2% 

What is needed is for someone to make the first move. The housing industry 
has had its opportunity and has avoided facing the issue. Government, in 
order to avoid continued use of its benefits for discrimination and segregation, 
must take the initiative. ; 

The real choice is between integration and segregation in FHA and VA hous- 
ing; between freedom of opportunity and limitation of opportunity. This choice 
must be made first. Only then can the second question, concerning responsibility, 
be decided. Keeping in mind the central problem of goals, we recognize that 
the program of the housing industry groups has an unspoken goal. They aim 
not only to create some more palatable housing for Negroes and to meet an 
interesting new market, but also to keep Negroes in separate communities. Fur- 
thermore, if Government accepts this approach and speaks to 10-percent quotas 
and minority housing, then Government is agreeing to the goal of more segrega 
tion. As we have shown earlier, the effort to achieve separate but equal housing 
is bound to fail. 

The American Friends Service Committee, therefore, strongly recommends 
the adoption by FHA and VA of a requirement that there be no discrimination 
or segregation in any housing receiving mortgage insurance or guaranties. The 
Government should no longer place on private industry the entire responsibility 
for situations in which Federal funds are involved. Furthermore, action by the 
Government as recommended will help to open channels for the efforts of the hous- 
ing industry and citizen groups toward the broad goal of equal opportunity in 
housing. 

Mr. O’Hara. Thank you very much, Alderman, for that splendid 
statement and constructive recommendations. I am happy we have 
with us Senator Marshall Korshak. 

Senator, wouldn’t you like to add a few remarks? This is such an 
important matter. 

Mr. Apponzio. I would like to ask one question first, if I may, Mr. 
Chairman. It is my understanding that when these programs are 
worked out and are submitted to the proper agency in Washington 
for consideration, can’t these local people decide among themselves 
what kind of businesses they are going to have in these urban renewal! 
projects and if they do have any they can certainly give priority to 
people that have been displaced. 

Mr. Despres. I think, Mr. Chairman, that that would have to be 
done under the statute of regulations governing the redevelopment 
plans. That is one of the points that we ask for, that is that these 
businessmen have preference, other considerations being equal for 
establishing comparable enterprises, but there are some difficulties. 
For example, one of the business persons here is a baker. She has a 
very successful small bakery. It is a home-type bakery with the bak- 
ing done in the rear and the sales in the front. It is an asset to the 
community. In the new type of development it apse that the onl 
type of bakery which would be successful would be the chain type in 
which the baking is done in a central location and then the baked 
goods are delivered to the outlet. 

Now, that just happens to be a change in the type of enterprise that 
goes on. She is forced to find another location elsewhere because the 
redevelopment doesn’t lend itself to her type of operation, even though: 
her type would be successful somewhere elses. The hardship on her 
is that the personal property in bakery fixtures which she has, is ter- 
ribly expensive to disassemble, terribly expensive to reinstall. Then. 
of course, in order to reestablish herself successfully her acute need 
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is for some form of long-term moderate interest financing to permit 
her to establish herself. 

Just going into the new center would not solve her problem because 
she couldn’t adjust her operation to the new center. That is just an 
example, Mr. Chairman. There are many more. I thought it was a 
very dramatic one. 

Mr. Apponzio. Thank you very much. I clo want to say I think you 
have made a very fine statement. It was just that one general question 
I had. 

Mr. Despres. Thank you very much. 

Mr. O’Hara. Mr. Chairman, a unique situation has developed. I 
was privileged to attend a meeting of the Hyde Park businessmen a 
few weeks ago and the situation briefly is this: There is no provision 
in existing law for the recompense for moving, goodwill, and many 
other features wherein the business tenant is denied the advantage of 
provisions that we make for displaced residential tenants. A typical 
case is that of a woman who has fixtures that would run to 20 or 30 
thousand dollars. She is in the bakery business. Ovens cannot be 
moved. ‘There is no salvage value and the displaced tenant suffers the 
entire loss. Nothing can be done immediately on the State level and 
the only hope for equitable adjustment in this kind of situation is 
through Federal legislation. 

Marshall Korshak, who will pinpoint the need in this area, is one 
of the great statesmen from the State of Illinois. He also comes 
from my district. 


STATEMENT OF STATE SENATOR MARSHALL KORSHAK 


Senator Korsuak. Mr. Chairman and members of the committee, 
we have quite an unusual situation which our alderman in the fifth 
ward has so ably explained, and along with your chairman, Congress- 
man O’Hara, and my colleagues, we have attended the meetings of the 
55th Street Businessmen’s Association, and we are faced with a rather 
unusual and important problem. I was responsible for the amend- 
ment to the Neighborhood Redevelopment Corporation Act, which 
gave the Southeast Chicago Commission in our area the tools with 
which to start this new program and when we often speak of the legis- 
lative intent this is probably the most fitting example of what I might 
have had in mind when I amended the act in the legislature in 1953. 

Certainly when I introduced the bill and it was passed, I never 
thought or dreamt that the businessmen of my area would be affected 
quite in the manner they are now being affected. We take the Chicago 
Land Clearance Commission which is going to clear this land for re- 
development. I thought that when we passed this legislation we 
would deal more directly, members of the committee, with blight and 
slums in the area, but as we find it today, we find—and I am not being 
critical of it—we find that the Chicago Land Clearance Commission 
in its first program has already started condemnation proceedings 
against property which affects some of our better merchants in the 
area, men who have expended large sums of money, particularly in 
automobile agencies which I have reference to along Lake Park 
Avenue. 

Now, I have asked of the Chicago Land Clearance Commission, “I 
say to you now on the drawing board do you have a plan?” I said, 
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“If you have a plan on the drawing board for the development or re- 
development of this property, do you have a developer or a builder 
who is ready to move in once these people are out of this area and build 
these multiple-story buildings that we are talking about ?” 

Well, at the present time ‘there is no developer. I said, “Wouldn't 
it be wiser if we said to a developer that here we have 60 or 70 or 80 
acres of land, are you willing to develop this?” and once we have that 
program started and there 1s a definite commitment to develop this 
area, then I am certain that the civic-minded members of the Hyde 
Park community and even these businessmen would take their medi- 
cine and not say anything about it. 

However, there isn’t any plan at the moment. However, the Chi- 
cago Land Clearance Commission has indicated that before they can 
submit this property to a developer they must have vacant land. We 
had quite an unusual situation in the city of Chicago not too long 
ago involving the Chicago Medical Center on the West Side, after 
they condemned many acres of land they found after they had done 
that that the land wasn’t going to be used for the medical center 
commission and then, of course, we had to move them out of there 
and make them give up homes they had for many years and now 
the property isn’t being used. I am not submitting that we will 
have this kind of situation in Hyde Park, because we will use all of 
this land. 

Now, some of these automobile agencies—and I haven’t any par- 
ticular interest except as a Congressman would or the alderman 
would—they are now being pressured by their distributors, by the 
manufacturer, by the company that produces these cars. Now, what 
are you going to do about it? Where are you going to relocate? 
There isn’t any place they can relocate in answer to your question, 
Congressman, about what provisions are being made, will there be 
any preferential treatment for this bakery that the alderman has 
spoken about, or for any of these other merchants under this act 
and under the program. There will not be any preferential treat- 
ment and practically speaking, I say that is a healthy thing because 
we will go back to the competitive system where any merchant or 
anybody can bid for a lease. But at the same time being so close to 
the situation we will be hurting people that we know have been in 
this area for many years and have made a significant contribution to 
its development, so along with my colleague, Congressman O'Hara, 
I would appreciate you gentlemen giving some consideration to this 
unique problem as to what is going to happen to merchants who have 
spent large moneys in goodwill and in fixtures and equipment and 
who will be forced to leave their present premises without any com- 
pensation whatsoever. 

I thank you for your patience and time. 

Mr. O’Hara. Thank you, Senator Korshak, for your forceful state- 
ment. It gets down to this, members of the committee : At the present 
time, the developer or the redeveloper has not been selected and these 
small merchants are in a position that they will have to move some 
place but they don’t know where they are going to be located. I know 
that all witnesses will cooperate with me in holding to our schedule. 
I have requested the chairman to hold me to the schedule so if Iam a 
little bit brief with you, blame the chairman. 
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Mr. Apponiz1o. I am sure, Barratt, that there are a great many 
questions we would like to ask. Unfortunately, we all want to get 
home to spend Thanksgiving with out families and I am sure the 
witnesses can appreciate our situation. 

Is Mr. Jerry Voorhis here ¢ 

Mr. O’Hara. Congressman, we are so very happy to have you with 
us. You have served so long with us and everybody in Congress loves 
you. It isa great priv ilege for your former colleagues to have you 
with us again. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE DIRECTOR, 
COOPERATIVE LEAGUE OF THE UNITED STATES 


Mr. Vooruts. I am much obliged, Mr. Chairman. I can only say 
that the main difference between myself as a Congressman and the 
gentlemen on the dais is that they are still alive and I am not in that 
category. Ido havea job that | appreciate very much. 

May I ask how strict are we going to be to the 30 minutes allotted to 
myself and my two colleagues‘ We don’t want to run over it and 
1 want to cut my presentation to fit the cloth. 

Mr. O'Hara. We will limit you to the 5-minute rule and ring down 
the gavel. 

Mr. Vooruis. Very well: I want to devote myself to cooperative home 
ownership which can provide a large ny of the answers to the housing 
problems of the American people. It cannot remove the need for 
public housing for the lowest income patients: but it can substantially 
reduce that need, and it can fill very well indeed the needs of the so- 
called middle-income families. I was in New York City a few weeks 
ago to participate in the dedication of 1,600 homes built in one of the 
worst slum areas of New York City, which replaced a substantially 
smaller number of slum dwellings in New York, and where this project 
was built by the people who are going to live in it at no cost to the Gov- 
ernment whatever with $414 million of the cost coming from down- 
payments of the families that will live in it and own it and $15 million 
loaned by a mortgage agains the property of the International 
Ladies’ Garment Workers Union. 

These projects in New York have proven highly successful and just 
as one phase of them, the oldest of them, namely, Amalgamated Homes 
in the Bronx where 1,200 families have lived for 30 years, approxi- 
mately, has never had a single case of juvenile delinquency nor a single 
commitment to a penal imstitution m all that time. 

Now, cooperative housing does not need to be big apartments, al- 
though in the larger cities it usually is, and we are going to present 
today after] get through with my brief introduction, two ex: unples of 
the other ways in whic ‘th it can be done and has been done here in the 
city of Chicago, but whatever the particular type of construction of 
the kind of community. cooperative home owne rship can bring good 
housing within the means of people who otherwise could not have it. 
A cooperative can buy land in large tracts instead of individual plots 
and save perhaps 25 percent of land costs. A group of families by 
engaging | architect and 1 contractor can obviously build for all of 
them cheaper than would be the cost if they each built alone. An 
important point is that there is no speculation in a cooperative housing 
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project because the housing is already sold before it is built, and con- 
sequently the builder doesn’t need to add an otherwise necessary margin 
to cover professional costs or to protect him against slow sale. 

Finally, it has been proven by long experience that maintenance 
costs are always much less—I didn’t say how much less because I was 
afraid you w ouldn’t believe me if I did—but they are always much 
less in cooperatives than they are in any other kind of housing because 
the occupants are the owners of the homes and because you get a 
community pressure against people who let their places deteriorate in 
any way and a certain development of neighborhood pride. If, and 
this is a big “if,” financing at reasonable interest rates can be obtained, 
experience indicates that the equivalent of about 1 month’s rent a year 
can be returned by a cooperative housing association to its member 
occupants as a patronage refund, which is to say that it is about 8 
percent cheaper even if the monthly charges were the same as they 
are in comparable housing, and usually they are a little less. But 
even if they are the same, there would be about an 8-percent saving 
on the average because of the nonprofit character of this house. Re- 
member that the monthly payments which are about the same as rent 
would be are not just rent but they are the building up of an equity 
ownership in the buildings by the people who are living there. Coop- 
erative housing could do a great deal more for the community and the 
people of C hic: ago and cities like Chicago than it has done up to this 
time. The reason I say it could do a lot more will be explained much 
better by Mr. Will and Mr. Sandbach, who are going to follow me, 
than it will by my own general comment, so you will see what I mean. 

We have to face the fact, however, that ‘the average group of families 
that simply need a place to live and would like to own their own homes 
don’t have a technical knowledge to enable them to embark safely on a 
substantial number of such homes, particularly not of the apartment 
type. 

Mistakes may prove costly and so it is important that expert guid- 
ance and technical service and guidance be obtained by such a group. 

You need all of these things in cooperative housing the same as in 
any other type of housing, and in cooperative housing a fourth urgent 
need is present, because these people have to be prepared as a group 
and must have their group as well as their individual responsibilities 
and obligations and be ready to make a democratic organization oper- 
ate successfully. 

In New York City there are two nonprofit public interest-motivated 
service agencies which can give this kind of technical guidance and 
help, can put together sponsorship of these projects, assist with financ- 
ing and so on. ~The names of them are United Housing Foundation, 
and the Foundation for Cooperative Housing. There ought to be 
such agencies in other cities, but there aren’t, “and so in other places 
under the terms of section 213, as amended by the last Congress, the 
Office of the Assistant Commissioner for Cooperative Housing may, 
if his staff is adequate, provide some of these necessary technic al serv- 
ices, and we hope that staff will be adequate. It is our great hope 
that under Mr. Townsend, the new Assistant Commissioner, under 
his able direction, some of this can be done, and it is our even greater 
hope that through the combined efforts of the Assistant Commission- 
er’s office and cooperative organizations like our own, and others 
throughout the country, that service agencies to provide the technical 
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guidance and assistance can be organized in other cities such as New 
York City has already done. 

There is a corrollary problem which arises under projects which are 
built by builders for sale to prospective cooperative owners rather than 
being sponsored in the first place by a group of people who want to live 
in the homes, and the problem here is that in the case of these builder- 
sponsored cooperatives there may be danger that the homes will simply 
be sold off quickly to families in need of housing without their realiz- 
ing what their obligations and opportunities are as cooperative owners. 

In order to partially meet this, FHA under the very able administra- 
tion, we think, of Mr. Norman Mason, has in recent months been 
urging that builders arrange for meetings of the people to whom they 
have sold the houses where these important matters can be discussed. 
This isn’t mandatory and probably ought to be. Certainly this is ¢ 
place where the Assistant Commissioner’s staff and the service agencies 
such as I have described are badly needed. Cooperative housing won’t 
be successful unless the group of families who own it know what a 
cooperative is and how to operate it successfully. This is no minor 
achievement. It involves the art of human relations at its best. 

And finally, Mr. Chairman, and gentlemen of the committee, there 
is the problem of financing, and despite the provision for FHA guar- 
anties in the law, groups of people seeking financing for cooperative 
housing have found it very difficult to obtain in many instances. 
Partly this is because lending agencies are unfamiliar with the co- 
operative concept and method. An educational job needs doing here 
by all of us and there is need, too, for the active interest of Federal 
National Mortgage Association in using the $50 million authorization 
which Congress gave it for the purchase of mortgages on cooperative 
housing projects in order to establish a readier market for such 
mortgages. 

Interest rate, fees, and terms of purchase should be as reasonable 
as it is practical to make them, and if we want to see cooperative hous- 
ing able to make its maximum contribution to the spread of home- 
ownership in America, I would like to see the possibility of a special 
bank being established by act of Congress for this purpose, an institu- 
tion that would be somewhat similar to some of the institutions in the 
Farm Credit Administration where perhaps some capital would be 
put in in the beginning by the Government, but that capital would be 
retired over a short period of time by the purchase of stock by the 
borrowing cooperatives, and I believe it could be on its own feet within 
10 or 12 years without any Government capital in it. 

This would give you an institution which would become yeh in 
this field, which would know what it was about, and which would give 
cooperative housing the full opportunity to make its contribution. 
This approach is fully in accord with the American ideal of self-help 
and homeownership. It ought to be used more widely than it is. It 
has proven its worth wherever it has been tried. 

That concludes my statement, Mr. Chairman, and I would like, 
after the committee may ask me any questions they want, to introduce 
the two other gentlemen who are going to appear with me. 

Mr. O’Hara. Mr. Voorhis, personally, I think the best approach we 
have to get housing within the means of our people is through the 
consumer-initiated cooperative, and you have made a great contribu- 
tion to that cause. 
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Are there any questions by members of the committee 

Mr. Barrerr. 1 would just like to say, Jerry, that you are recog- 
nized as one of the hardest workers on the Washington level ever 
known in the history of the United States Congress. 

Mr. Voornis. Well, I am very much obliged. I tried to do my 
best. I want to say that I certainly appreciate the contribution that 
the members of this committee are making. We are very proud of 
it and we appreciate their hearings, too, very much indeed. 

Mr. O’Hara. You said, Jerry, there was someone with you. 

Mr. Voornis. Yes, sir, Congressman O'Hara, 1 have Mr. Herman 
Will and Mr. Walker Sandbach. Mr. Will is going to tell you very 
briefly about York Center Development Cooperative Housing, which 
is a practical story of what the people had to do to get some homes 
built for themselves in the Chicago area, and Mr. Sandbach will take 
up and talk about Pioneer Homes, which is a similar development. 

Mr. O'Hara. The chairman informs we have 5 minutes more, so 
you ean utilize the 5 minutes as you wish. 

Mr. Vooruis. I thought we were going to have half an hour. If 
we don’t, we will do the best we can, but I have taken more time than 
I should. I will introduce Mr. Will if he is here. 


STATEMENT OF HERMAN WILL, JR., CHICAGO, ILL. 


Mr. Witt. My name is Herman Will, Jr. I reside at 824 Com- 
munity Drive, Lombard, Il. 

I am president of the York Center Community Cooperative, Inc., 
a housing development of 74 individual home sites located in an 
unincorporated district in the Chicago west suburban area. 

The York Center Community Cooperative is a genuine cooperative, 
organized 10 years ago by a group of persons who wanted, in the 
words of the preamble to the bylaws, “a carefully planned, suburban 
community of charming homesites.” 

The cooperative holds title to the land while each member family 
has the right to the use and value of its own lot and all buildings 
and improvements thereon. Lots range in size from one-half acre 
to 1 acre. 

Nearly 60 members families have already moved into their homes, 
and the aggregate value of land and buildings is in the neighborhood 
of $1 million. Homes are individually planned by each member 
family, and the consulting architect and board of directors of the 
cooperative must approve before a home can be erected. 

In some instances, homes are built entirely by building contractors. 
In many cases, the member family lets part of the construction to sub- 
contractors and does the rest of the work itself. In still other cases, 
the member family, with some help from friends and neighbors, does 
virtually all of the construction work itself. 

As a result of this variety of building procedures, individual 
families can select the method of construction which best suits their 
needs, Experience has demonstrated that families doing their own 
construction can save up to 50 percent, of the cost of a contractor- 
built home, thus making it possible for many families to enjoy homes 
that they could not otherwise afford. I make this statement of about 
50 percent from actual cases known to us in the cooperative. 
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Most member families in the cooperative had to obtain mortgages 
on their homes in order to be able to complete construction. This 
has been done under an arrangement worked out with the title guaranty 
company, because of the nature of the cooperative holding title to 
the land. 

Although we have been careful to meet FHA standards, I do not 
believe that any family to date has found an individual FHA guar- 
anteed mortgage to be of sufficient advantage to obtain one. 

I recently addressed a letter to the Federal Housing Administra- 
tion in Washington in which I described our type of housing co- 
operative and inquired as to whether the FHA provisions for coop- 
eratives might be applicable to our situation. In reply, Mr. C. Frank- 
lin Daniels, Deputy Assistant for Cooperative Housing wrote : 

I regret to advise that there is no method of FHA mortgage insurance appli- 
cable to the plan described in your letter of November 11. 

He went on to explain the sales type cooperatives of at least 8 
units can be developed under a blanket mortgage and a general con- 
tract, and that, upon completion, each individual unit would be 
released from the blanket mortgage and become individually owned 
and mortgaged. 

I want to emphasize here the desirability of encouraging families 
who voluntarily wish to band together and develop housing to meet 
their individual needs, to do so. The willingness to “do it yourself” 
is commendable, in my judgment. 

Therefore, 1 urge your committee to give consideration to the fol- 
lowing changes in the law and regulations: 

1. Provision should be made to extend FHA assistance to housing 
cooperatives where homes are built by several contractors and also 
by the member families themselves. In view of the reluctance of pri- 
vate lending institutions to finance such projects, Federal loan funds 
should be made available. 

2. If possible, individual mortgages should be permitted. In the 
case of the York Center Community Cooperative, the cooperative 
conveys the title of the lot to the individual family which negotiates 
its mortgage and then reconveys the title to the cooperative subject to 
the mortgage. If individual morgages are not permitted, an open-end 
blanket mortgage should be allowed so that the cooperative may obtain 
funds at the time when they are needed by the member families who 
may not all build at the same time. 

4. The present mortgage limit of $2,250 per room should be raised 
in the light of.building costs today in the Chicago area. That is par- 
ticularly true where you are building individual homes. A figure of 
$2,750 per room would be more appropriate, especially if individually 
designed homes are to be built. This would be of great help to per- 
sons in the middle income bracket, those whose family incomes range 
from $5,000 to $10,000. 

I respectfully urge your committee to consider making the changes 
I have proposed to the end that the National Housing Act and pur- 
suant regulations may be broadened and thereby made more helpful 
to an increasing number of our citizens in this do-it-yourself age. 

Mr. O'Hara. I can assure you the committee will give serious con- 
sideration to your recommendation. 


Mr. Wirt. Thank you. 


68692—36—pt. 3 16 
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Mr. O’Hara. What you visualize is that through these consumer- 
initiated cooperatives we will keep down the cost of housing. 

Mr. Wu. That is correct. 

Mr. O’Hara. Do you have another witness, Jerry ? 

Mr. Vooruis. Yes, he is a constituent of yours. 

Mr. O’Hara. I think we can stretch 3 more minutes. 

Mr. Vooruis. This is Mr. Walter Sandbach, manager of the Hyde 
Park Cooperative, and one of the members of the board of directors. 

Mr. O’Hara. Will you identify yourself? 


STATEMENT OF WALKER SANDBACH, MANAGER, HYDE PARK 
COOPERATIVE SOCIETY 


Mr. Sanppacu. I am Walker Sandbach, general manager of Hyde 
Park Cooperative Society, an organization of 2,000 members in Hyde 
Park, operating a supermarket doing an annual business of $200 mil- 
lion, and which engages in other activities. 

Congressman O’ Hara knows Hyde Park, but for the rest of the com- 
mittee, . Hy de Park is one of the older communities in Chic ago. Ithas 
been. an interracial community for many years, but during the last 6 
years there has been a larger increase in the Negro population in our 
community. Much of our housing is old, and we have the urban re- 
newal project which you heard about a little earlier this morning. 

It was in Hyde Park that myself and several other members of my 
cooperative organized the housing cooperative in 1949. We were 
planning to build a 23-apartment building. Apartments to rent in 
Hyde Park were very scarce and hard to get. Because of the chang- 
ing neighborhood with the influx of Negroes there was practically no 
new construction being built. The families in this cooperative, like 
many other people in Hyde Park, didn’t want to leave the community. 
We wanted to stay in Hyde P ark, and we thought we could still have 
a good community in which to live. 

“We could not find adequate housing for our families so we thought 
we would build it ourselves. Believe me, we didn’t know what we 
were getting into. We were all respectable middle-income people, 
many of us working at the University of Chicago. We thought it 
would be easy to get a mortgage for a building to be professionally 
designed by an ar chitect and built by a professional builder. Nothing 
could have been further from the truth, even though we were willing 
to put up 40 percent of the equity. To make a long story short, in 
fact a story that is 4 years long, even with some of the best mor ter age 
houses in Chicago, we could not get a private mortgage. Nobody 
wanted to say why they wouldn’t want to take a mortgage, but when 
we pressed for an answer it was always the same. It didn’t matter 
whether it was a bank or an insurance company or a savings and loan 
association. None of them wanted to invest in a changing neighbor- 
hood. 

Again and again we were advised to move to an all-white neighbor- 
hood where it would be easy to get a mortgage for the building we 
wanted to build. We didn’t want to move. We wanted to stay in 
Hyde Park. We finally turned to FHA which we had been advised 
originally by mortgage houses not to do. We soon found FHA had 
little knowledge or understanding of the provisions of the law for 
cooperative housing. It took a full year of hard work to get a state- 
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ment of eligibility from FHA. Even with that statement of eligibil- 
ity we couldn’t get a private mortgage. It was now 1952, and the 
lending institutions were all on strike against the low interest rates of 
FHA. We finally got our mortgage from the Federal National Mort- 
gage Association ‘and the building was completed late in 1953. The 
Koreas war had caused costs to sky rocket and we estimate our build- 
ng cost fifty to one hundred thousand dollars more than it would 
have had we been able to build it when we organized i in 1949. 

Our membership turnover from 1949 to 1953 was 300 percent. Peo- 
ple just can’t wait when they need housing. Our housing cooperative 
is just a small example of what could be done to help in the job of 
rebuilding our old neighborhoods. And many cooperatives such as 
ours would be formed if the problems of financing were not so difficult. 
Private financing in our experience is practically unavailable for 
neighborhoods that are in transition. Government financing, while 
available in limited amounts under the new law for cooperatives, is 
frequently surrounded by so much redtape that it is difficult and ex- 
pensive for cooperatives touse. The problems of housing upkeep and 
replacement in our older neighborhoods are, as you well know, tre- 
mendously difficult. With adequate financing being readily avail- 
able, cooperatives could play an important part in their solution. 

Thank you. 

Mr. O’Hara. Thank-you very much for that fine contribution to 
our studies. The next witness 

Mr. Asutey. May I ask one question ? 

Do you have the date when you first applied to FHA ? 

Mr. Sanppacu. Roughly, it would be early in 1952. I don’t have 
the specific date with me, but it would be in that general area. We 
started construction early in 1953 and it took a full year after we 
applied to FHA. 

Mr. Apponizio. Was it delay on the part of the FHA or was it be- 
‘ause your application wasn’t complete that they had to keep sending 
it back to you? 

Mr. Sanppacu. Our experience was, as I said in my statement, that 
they had little understanding of the provision in the law for 213 
cooperatives. 

Mr. Apponiz1o. Do you mean that there was lack of cooperation on 
he part of the FHA ? 

Mr. Sanppacu. Our feeling was that it could have been processed 
much more quickly than it was. 

Mr. Asuiey. You referred in your statement, sir, to additional red- 
tape which you feel would have to be cut away if the program is going 
to be implemented. Can you pinpoint that for us a little bit ? 

Mr. Sanppsacu. I stated in my statement that we were advised not 

go to FHA by the mortgage houses. 

Mr. Asuiey. By whom? 

Mr. Sanppacu. By the mortgage houses that we were consulting 
ibout getting a mortgage for our building. They said the redtape is 
so difficult and the provisions to get through FHA take so long that 
you would be better off if you tried to do it with private financing; 
and when we got into FHA, we found this was true. We had to re- 
iraw our plans twice completely, even though we had one of the Teck 
brothers, of Chicago, which is one of the good architectural firms. 
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We had to completely redraw our plans for FHA, even though the 
housing was the way we wanted it. Time went on and on without 
approval, and finally Congressman O’Hara was involved, and Senator 
Douglas went to FHA in Washington, and Washington ordered the 
local FHA office to issue our certificate of eligibility. That is the only 
way we ever got it. , 

Mr. Asutey. Thank you very much, indeed. 

Mr. Sanpgacn. Thank you. 

Mr. O'Hara. Mr. Robinson. 

Mr. Apponiz1o. Mr. Theodore Robinson. 

Mr. O'Hara. Will you identify yourself for the purposes of the 
record ¢ 


STATEMENT OF THEODORE ROBINSON, COOK COUNTY INDUSTRIAL 
UNION COUNCIL 


Mr. Ropinson. My name is Theodore Robinson. I am chairman of 
the housing and city planning committee of the Cook County Indus- 
trial Union Council of the CLO. 

We have in the past appeared many times before committees and 
boards to testify and give our help to programs of public housing, 
urban redevelopment and other programs for civic betterment in 
which our interest was solely that of any citizen. 

Today we want to make an urgent plea for ourselves in our capacity 
as middle-income family men and women. We are the people who. 
according to the Ilinois State Labor Department, earn from $50 to 
$130 a week or an average of $56 a week. Most of us have a wife and 
several children. We are at the bottom in income of the group of 
citizens who are expected to be able to provide our own housing and 
other needs without assistance. 

In the matter of housing supply, we feel we are a neglected and 
ignored group. Our situation is one which could cause serious trouble 
to the economy, trouble of a sort we believe Congress wants to avoid. 
Our situation also offers an opportunity to the real estate industry 
and to Congress to work with us to solve a problem well worth solving. 

When we need housing, we can of course rent or buy, but here is what 
we find: 

In 1954, according to the Housing Coordinator, about 47,000 hous- 
ing units were built in the Chicago area, but three-quarters of them 
were inthe suburbs. Those built outside the city were to the extent of 
Y8 percent single-family types, while 63 percent of those in the city 
were single-family, rarely if ever for rent. 

Of the 37 percent which were multiple-occupancy in the city, about 
one-third were public housing, not available to our income level. Six 
out of 10 were built on the high-rent North Shore of Chicago, and most 
all of these were small units not adapted to family use. 

So almost none of the new rental units are available to us. 

Older rental housing in Chicago has, since the end of controls, been 
priced according to the laws of supply and demand. In our price level 
the demand is greater than the supply, so the cost of old housing is 
about the same as new housing. The difference is not great. 

To add to the squeeze, much of the property demolished in the past 
few years was rental, thus further reducing the supply in our growing 
clty. 
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The result is a serious unbalance in the proportion of rental and 
owned housing for middle-income families. 

Rental housing is vitally needed by industrial workers, office work- 
ers, and such people because of the normal turnover of jobs, family 
erowth, and the lack of capital to pay for a home while building a 
family. 

Builders tell us they know of the need but find it not economically 
feasible to build rental housing for other than high-rent-paying 
tenants. They say the long-term risk and low percentage profit from 
rental units of this type keeps investors out. 

Meanwhile the problem is growing larger and more serious. Some 
of us buy because we are forced to, and others because we want to. We 
find a plentiful supply in the suburbs, too far from our work, and 
the prices we ought not afford. With few exceptions, a 2-bedroom 
house near railroad tracks or factory will sell for $12,000 to $15,000, 
while 3-bedroom units run a few thousand higher. 

In better neighborhoods, prices will start around $15,000 or $16,000 
ind go up into the twenties. 

Many of our union members have been unable to find anything in 
the $10,000 or $12,000 class without going 40 or 50 miles from the city. 

Builders tell us they can’t do better in the city because of the high 
land cost, design features, and added administrative costs. 

General Kean of the CHA has earlier told you of the need of that 
organization to secure land at lower cost. Land problems in housing 
for minority people is many times more serious a problem because of 
the added difficulties. 

We call your attention to data prepared by the Council Against Dis- 
rimination on this subject. Some of us have tried to reduce our cost 

by promoting and building our own housing, but it is an extremely 
lifiieult thing. 

A few years ago I talked to a regional official of the FHA about 
nsurance for a consumer-type co-op. He told me that the FHA was 
not interested and he believed that no money lender would make a loan 
beeause, as he put it, no lender wants to deal with a building when the 
occupants own it. If he had to foreclose, there would be a picket line 
around his office. 

I believe the FHA has progressed past this point, but most mortgage 
iouses have not. Asa result, the provisions Congress has made to help 
0-ops are not available to us as a practical matter. It is as if there 

was a sign saying, “Here it is. Try to get it.’ 

Asa result, most efforts by groups of housing consumers to provide 

heir own housing have failed in the planning stages. 

The plain facts are that a lot of people are afraid to permit a group 
f consumers to organize to provide their own services. Many lenders, 
many local public officials, and some merchants believe this is a dan- 
gerous thing. So the middle-income person who buys his own home 
= faced with financing and mortgages of ten, twelve, or fifteen thou- 
sand dollars at current interest costs, and for not more than 25 years 
n most cases, but in many cases for as short a term as 10 or 15 years. 

The only way tostretch a family budget that much is to take it away 
from the other necessities. 

A couple of years ago Chicago experienced a mild recession. We 
in the CIO were influenced with appeals from frightened home 
buyers who found that not only a layoff but a reduction in the hours 
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of work meant they were in default on the mortgage within 1 or z 
months. Fortunately, prosperity came back in time. 

Almost every middle-income home buyer is 1 or 2 months away from 
the mercy of his mortgage man whenever, for any reason, he is unable 
to earn his full wages. There are enough of us in this situation to con- 
stitute the buildup for an enormous killing. 

We middle-income people do not like the prospect of being the goat 
at that killing. 

This is a serious situation which we hope is not to be ignored until 
our fears are realized. We would like to see the danger reduced in 
time. It is a tradition that middle-income people cannot and should 
not afford new housing but should get their housing by the filter-down 
process. This process has not worked in the Chicago area in a genera- 
tion simply because the houses vacated by the well-to-do remain in the 
price levels of new houses. Most of it that filters down skips the 
middle-income occupancy stage and goes directly to the preslum stage, 
where it is converted or overoccupied with or without the consent 
of the law. 

We approve of the idea of FHA insurance to cover the risk of the 
lender. It is such a good idea it is worthy of application too to the 
risk of the buyer. We suggest to you that the same theories of Gov- 
ernment which warrant insurance to the lender warrant insurance to 
the buyer, and we propose that you consider this. 

Let me summarize our problems and some suggestions. 

Rental housing is a consumer need, not satisfied by the statement 
that it is too expensive and old-fashioned. We urge that you give 
serious consideration to proposals that have been made to you by 
others. 

The State legislature may well act to give some tax assistance to 
builders of rental housing, and the Congress can well afford to act to 
assist in land costs and income insurance. We propose that you give 
some security to the buyer of housing. 

Next we propose that you for the first time offer some realistic assist - 
ance to housing co-ops, possibly in the form of direct loans, which you 
may want them to sell to private investors. Many of us firmly believe 
that when consumer-owned housing groups find a way to be success- 
fully built, it will lead to nongovernmental solutions to many of the 
problems of housing for middle-income groups. 

In other words, we respect the ability of the professional to do a 
better and better job when pressed by spirited competition, and we 
welcome that probability. 

Finally, we suggest that the best job you can do is not a makeshift. 
patchup but your share of the major need, namely, a thorough over- 
haul of the traditions and practices of the real-estate industry. 

We urge that you make a study of costs, especially of the extent to 
which the practices of selling and financing have frozen such things as 
design eal: materials and excluded the results of technological study 
and information. 

Home building, with its excessive amount of onsite hand labor, is the 
most backward of the major industries in this country. We do not 
believe the reasons are the physical necessities for such methods but 
something else, vested interests, traditions, and such things. 

We suggest that when our homes are built in factories to a greate: 
extent, they will be better and cheaper, and just as the factory-built 
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automobile has not hurt the economy, the factory-built home will not 
harm but benefit. 

We urge your consideration to these suggestions. 

Mr. O’Hara. Mr. Robinson, that was a fine and constructive state- 
ment, and I know the members would like to ask you many many 
questions, but we are working on such a tight schedule. 

Mr. Rogrnson. Thank you. 

Mr. O’Hara. The next witness, Mr. Fred Erchul. 

I know the witnesses will understand the tight schedule. 


STATEMENT OF FRED ERCHUL, SECRETARY-TREASURER, 
MILWAUKEE COUNTY INDUSTRIAL UNION COUNCIL 


Mr. Ercuut. Mr. Chairman, my name is Fred A. Erchul, and I am 
secretary-treasurer of the Milwaukee County Industrial Union Council, 
CIO, with offices at 704 Wisconsin Avenue, Milwaukee, Wis. 

Our council represents approximately 52,000 members in the Mil- 
waukee County area. 

I wish to advise the committee that the CIO in Milwaukee County 
has continually gone on record in support of better housing for its 
community and support of urban redevelopment programs as applying 
to the elimination of slums and blight in ourcommunity. I would like 
to confine my remarks in the period of time allotted me, to a statement 
concerning Milwaukee’s urban renewal program. 

Ten years ago Senators Taft, Wagner, and Ellender introduced into 
Congress a bipartis an bill which was designed to cope in a comprehen- 
sive way with all of the problems related to housing, slum clearance, 
and urban redevelopment. It was not until 4 years later, now 6 
years ago, that Congress finally passed the final version of the Taft- 
Ellender-Wagner bill and calied it the Housing Act of 1949. The 
Housing Act of 1949 contained a declaration of national housing policy 
which held up as its desired goal a decent home and a suitable living 
environment for every American family, thus contributing to the de- 
velopment and redevelopment of communities and to the advancement 
of the growth, wealth, and security of the Nation. 

Notwithstanding this admirable declaration of policy, the redevelop- 
ment activities under title I of the Housing Act of 1949, as evidenced, 
never really got off the ground. Sensing this, Congress in 1954 ex 
panded the aids originally provided for in the Hous sing Act “a 1949 
and added a new phrase to our vocabulary which is called “urban re- 
newal.” At this time, after more than 1 full year of activity under 
the 1954 act, the urban redevelopment and urban renewal programs 
seem to be going at a very slow rate of progress. Because of the slow 
rate of progress in getting the urban redevelopment and urban re- 
newal programs moving, cities such as Milwaukee are unable to keep 
abreast of the rapid spread of slums, and families with incomes of less 
than $3,000 cannot get the housing they need, with the result that the 
fine sounding declarations of policy enunciated by Congress in 1949 
and again in 1954 begin to sound very hollow. 

The Federal Government, through its Housing and Home Finance 
Agency (HHFA) and especially through the HHFA’s constituent 
agency, the Urban Renewal Administration (URA) has placed itself 

in somewhat of a Jekyll and Hyde situation. On the one hand, the 
Government sets up very formidable conditions which cities must meet 
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before they can become eligible for any of the various financial aids 
offered by the Government and calls these requirements a workable 
program of urban renewal. In such a program, the city must submit 
an array of exhibits and other forms of evidence to the effect that it 
is able to do all the things the Government believes necessary. A 
workable program must show a high degree of local competence in the 
following respects : 

Adequate codes and ordinances. 

A general plan of the city. 

Detailed neighborhood analyses. 

. Adequate administrative organization. 

5. Financing ability. 

6. Housing for displaced families. 

7. Full- fledged citizen participation. 

Incidentally, the Milwaukee Common Council has an operating 
citizen’s urban renewal committee as required for a workable program, 
and of which I am a member. 

This is the Jekyll part. The Hyde part comes in by setting up arbi- 
trary administrative standards (which vary from city to city) so that 
it becomes a virtual impossibility for many cities to fully meet the 
requirements set up by the urban renewal administration. 

There is some belief that the whole concept of a workable urban 
renewal program, put into the 1954 act, was put in to make it unwork- 
able, to make it so tough for cities to qualify that they just couldn't 
qualify or get past the redtape. Let the record judge whether this did 
not happen. 

For instance, the real-estate interests that supported the workable 
renewal program provision in the act before a city could qualify for 
slum clearance, on the local scenes have fought the creation of ade- 
quate codes and ordinances, have tried to slow up enforcement, have 
opposed adequate administrative organization, and adequate housing 
for displaced families. 

In reading local newspaper reports regarding the actions of our 
common council, housing authority, and statements by real-estate 
groups and by the U rban Renewal Administration, one learns that 
there is a continuing conflict of ideas as to when the city of Milwaukee 
qualifies for Federal aids under a workable program. I refer in one 
instance to criticism by the Chicago office of the URA concerning 
Milwaukee's recently adopted housing code. It took nearly 2 years to 
obtain the enactment of our new housing code, which was the result 
of continued conferences between interested citizen groups in the city 
of Milwaukee, hearings before the common council, and so forth. 
Yet the URA now states that our code does not measure up in all 
respects to the American Public Health Association’s standards. Dr. 
Krumbiegel, Milwaukee Health Commissioner, has charged that the 
Federal officials seem to be demanding a much more stringent housing 
code from Milwaukee than from other cities seeking urban renew: al 
assistance. 

A further Hyde characteristic is the unwarranted participation by 
Federal officials in State legislative matters. Federal officials con- 
nected with the urban-renewal program, and presumed to be inter- 
ssted in its welfare, have placed themselves in an untenable position 
by advising State-legislators on bills designed to wipe out both public 
housing and redevelopment programs, stating that such laws as 
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enacted would not be harmful at all to our urban-renewal program, 
but would as a matter of fact, implement Federal laws already on the 
books. I refer specifically to bill No. 828A which has been passed 
by both the Wisconsin Senate and Assembly and is age before 
Governor Kohler awaiting his signature or veto. This bill, if it 
becomes law, would authorize the sale of Milwaukee’s public housing 
projects by referendum vote or by common council action and would 
further cast new doubts on the Wisconsin State blight area law and 
the effectiveness of any city urban-renewal plan. 

Perhaps Congress, itself, is guilty of a little bit of Jekyll and 
Hydeism. It isa fact that Congress has provided for the disposition 
of public housing projects, but, in the same breath, requires of local 
communities that they give a firm assurance that relocation facilities 
are available to families of low income and to minority groups in the 
event they become displaced because of the urban-redevelopment and 
urban-renewal programs so energetically urged by the same Federal 
agency. 

In advising local people on the effect of this bill designed to liqui- 
date both public housing and urban-redevelopment projects, Federal 
officials have seen fit to dispense information without having made a 
careful study of the legislation in question. The tendency for am- 
biguous expression, frequently identified with Federal bureaus, is 
also to be found in the Housing and Home Finance Agency itself. 

In a telegram to Mayor Frank P. Zeidler, of Milwaukee, Mr. Albert 
M. Cole, Administrator of the Housing and Home Finance Agency, 
sets forth the Agency’s position on bill 828A in such a manner that one 
Milwaukee newspaper, favorable to public housing, drew one conclu- 
sion and another newspaper, inclined to be unfavorable, could draw 
another diametrically different conclusion. This telegram resulted 
from Mr. Cole’s attempt to explain the Agency’s policy given by an- 
other Agency spokesman to a member of the Wisconsin Assembly. 
The policy expressed by this subordinate seemed to favor getting rid 
of public housing. 

And this isthe telegram. It was sent upon request to Mayor Zeidler 
by Albert M. Cole and was received by the mayor of Milwaukee on 
October 26, as follows: 

Mayor FRANK P. ZEIDLER: 

Reurtel October 24 following telegram sent to : smnblyman Lessel Young by 
Oakley Hunter, General Counsel of the Agency. “You have requested my opinion 
as to whether enactment of assembly bill No. $28 and possible resultant removal! 
of existing low-rent public housing from the local housing supply in Wisconsin 
communities would make such communities ineligible for Federal finanical assist- 
ance under current programs of Federal aid for slum clearance and redevelop- 
ment, or urban renewal. I understand assembly bill No. S28 is proposed to imple- 
ment section 10 (1) of the United States Housing Act of 1937 as added by sec- 
tion 406 of the Housing Act of 1954 under which and subject to specified require 
ments low-rent public housing may be liquidated by sale to private ownership. In 
my opinion the enactment of assembly bill No. $28 and removal from the loca! 
housing supply of low-rent housing project thereunder would not, in itself, make 
a local community ineligible for Federal financial assistance in the above pro- 
grams. Whether the absence of low-rent public housing in a community would 
adversely affect such community’s entitlement to Federal aid would depend. 
among other things, upon the community's ability to provide adequate housing, 
if needed in that community to relocate occupants of sites which will be dis- 
placed under the above programs.” 

Note last sentence of above telegram. In essence, if public housing is required 
to meet relocation needs of families displaced from urban renewal projects in 
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city of Milwaukee, the inability of city to use public housing for such purpose 
would obviously hinder or prevent urban renewal projects of the city under the 
Housing Act of 1954. That act requires a feasible plan for the relocation of these 
displaced families in accommodations at rents or prices within the financial 
means of such families. 
ALBERT M. COLE, 
Administrator HHF A, 


Now, here are the two clippings I refer to, the Morning Sentinel, 
which is unfavorable toward public housing; they treated this same 
telegram, when it was released, with the following headline: 

“U.S. Declares Housing Bill No Bar To Aid.” 

Then they take a little part here: 


Cole said that in his opinion the new housing bill did not bar Federal con- 
tributions to Wisconsin communities. 


Then the Milwaukee Journal, who is favorable to an urban re- 
newal program and the housing program necessary to it, has this 
headline: 

“Cole Says Housing Bill Perils City Slum Plan.” 

Then the point from their clipping says: 


The sale of Milwaukee’s public housing projects authorized by a bill passed 
by the legislature could prevent the city from participating in urban renewal 
projects under the Federal Housing Act of 1954. That point was made plain 
Tuesday by Albert M. Cole, 
and so forth. 

I will continue. 

Occurrences such as 

Mr. O’Hara. Can you conclude in 2 minutes more? 

Mr. Ercuut, Yes. 

Occurrences such as these can hardly instill confidence in the Federal 
agency or its officials charged with carrying forward a comprehensive 
urban renewal program. It also leaves the citizens of Milwaukee who 
are interested in urban renewal, in a complete state of confusion as to 
what is really the position of our Federal officials regarding urban 
renewal. 

By its arbitrary demands upon local communities, the Urban Re- 
newal Administration has made workable programs of urban renewal 
completely unworkable. By injecting itself into local political and 
legislative matters, the Housing and Home Finance Agency has 
done irreparable harm to a program it is supposed to enhance. 

To show further how bill 828-A can hamper our urban renewal 
program, I wish to state that on November 16, Milwaukee was in- 
formed that Federal approval for financial aid was given to our 
lower third ward redevelopment project, which was under the 1949 
act. 

Immediately, the following day, an article appeared in the news- 
paper stating that an attorney for a third ward property owners group 
would start suit to stop the city’s plan for redevelopment of the lower 
third ward. This attorney stated that if the Governor signs bill 828—A, 
their committee, called the Citizens’ Taxpayers Committee of the 
lower third ward, were in a position to start an injunction suit. 
Unless a new attitude is adopted by the Urban Renewal Administra- 
tion with respect to helping local communities resolve their problems, 
it is safe to assume that urban renewal will never be anything more 
than a figure of speech. 
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On behalf of the CIO, I would heartily recommend that the Hous- 
ing and Home Finance Agency be more direct and straight forward in 
its approach for the granting of ‘Federal assistance to city urban 
renewal programs, and I would further recommend that Congress 
make some amendments to the Housing Act which would prevent 
State legislative bodies from passing arbitrary laws to hinder the 
express purpose of the act as it refers to urban renewal programs. 

I believe that Congress should investigate the control, direct or 
mdirect, over HHFA by organized real-estate interest. These inter- 
ests have been made enormously wealthy by Government subsidiza- 
tion of their building risks through FHA guaranteed mortgages. 
With this new-found “wealth, the realtors have been attacking Gov- 
ernment aids for housing for low-income families and slum clearance. 
Some of us are fearful that these real-estate interests have caused an 
internal slowdown in the housing and slum-clearance program by 
administrative redtape and internal pressure. I do not go so far, 
lhowever, as to call it sabotage even though one might suspect it. 

In conclusion, I wish to state that it is my personal observation 
that our mayor, common council, and housing authority, who defi- 
nitely realize the need for urban renewal, seem to have to expend 
too much of their energies defending positions taken rather than to 
zo ahead and obtain a workable program for slum clearance and the 
eventual elimination of blight, which will be for the betterment of 
the city of Milwaukee, State of Wisconsin, and the Nation as a whole. 

Thank you, gentlemen. 

Mr. O'Hara. We thank you very much for your fine testimony. 

Mr. Tarte. Mr. Chairman, at this point I should like to have the 
record show that the first amendment to our Constitution guarantees 
free press. Now, referring to the criticisms of the witness who just 

oncluded his statement, it is only fair to point out that this commit- 

tee cannot be responsible for what newspapers print. Neither can 
this committee, the Housing and Home Finance Agency, or its Ad- 
ministrator, Mr. Albert M. Cole, be held responsible for what news- 
papers print. It is not surprising or unusual that two newspapers or 
more publish different interpretations of an act of Congress or resolu- 
tions adopted under laws passed by Congress. 

Mr. O’Hara. Without objection, the record will show that accom- 

vanying Alderman Despres and Senator Korshak was a delegation 
from the Hyde Park area, including bankers and small-business men, 
nd the Honorable Douglas Anderson, assistant to Senator Douglas. 

We will show the names of those who were present with the 
.lderman. 

(List shown previously herein.) 

Mr. Apponizio. Mr. Sullivan? 

Mr. Beauchamp! 

Mr. Hisu. My name is Morris H. Hirsh. I am chairman of the 
Independent Voters of Illinois. 

Mr. Beauchamp made the arrangements, but it was agreed by our 

organization that I would be the spokesman here. 

Mr. O'Hara. It is pleasant to have you here, and I would suggest, 
f you prefer, that you talk extemporaneously and then put your 

prepared statement in the record. 

Mr. Hirsn. To save time, I did prepare the statement, as succinctly 
is possible, so I wouldn’t wander afield, and I think actually in terms 
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of saving time, I would be doing much better by just reading the 
statement, because it makes the points we want to make today. 

Mr. O’Hara. Proceed as ine wish. 

Mr. Hirsu. Thank you, Congressman O’Hara. 


STATEMENT OF MORRIS H. HIRSH, CHAIRMAN OF THE 
INDEPENDENT VOTERS OF ILLINOIS 


Mr. Hirsu. I should also like to state that I happen to be the 
executive director of the South Side Planning Board, as well as the 
chairman of the Independent Voters of Illinois. 

You heard our chairman, Mr. Speath, on Monday and heard about 
the program we are concerned with on the South Side of Chicago. 

With that introduction, I will go ahead. 

At the time our previous mayor took office in 1947 he declared 
housing to be Chicago’s No. 1 problem. 

Without debating the absolute accuracy of that statement in 1955, 
it is true that both the quantity and quality of Chicago’s housing sup- 
ply is still deficient on many counts. That is why ‘the Independent 
Voters of Illinois, a citywide organization of citizens who strongly 
believe in the objective of a decent living environment for every 
American family, so well stated in the preamble to the National 
Housing Act, welcomes your committee to our city. We hope your 
visit is a fruitful one. 

We understand, you are interested in information which will help to 
evaluate the various federally assisted housing programs established 
over the last several years, for the purpose of determining what revi- 
sions are needed to make them more effective. Here, then, is our view 
of the present situation. 

1. There is a continuing need for public housing, authorized on a 
sufficiently long-range basis to avoid the uncertainties of year-to-year 
allocations and local crash programs hastily pulled together as a result 
of Federal contract requirements. 

Chicago now has approximately 20,000 public-housing units built 
or definitely programed. But there are, according to rec ent estimates, 
seventy or eighty thousand low-income families living in blighted 
areas for whom this kind of accommodation is the only hope for better 
housing. Even more urgently, public housing is essential to provide 
places of relocation for those families forced to move as a result of slum 
clearance and public works improvement programs. 

2. There is need to retain the system of Federal loans and grants fo1 
slum clearance and urban redevelopment. 

Chicago has benefited from the operation sesinis title I of the 1949 
act, par ticular ly on the South Side where a number of projects under- 

taken by our local land clearance commission are in various stages of 
completion. The start made is encouraging, but there are large : areas 
of blight remaining in our city which require the same major surgery. 
With the accumulated know-how learned through past experience. 
greater progress is possible in the years ahead. To do an effective job. 
the level of Federal contribution must be maintained. 

3. The importance of urban renewal and the conservation of so- 

called middle-aged neighborhoods is generally recognized. A bill 
passed by the Illinois General Assembly in 1953 and the Nationa! 
Housing Act of 1954 are testimony to that fact. Provisions of these 
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legislative enactments, however, have not been translated into work- 
ing action programs. Reasons for the failure are complex. Some of 
them stem from purely local situations with which we shall have to 
deal directly. On the other hand, certain responsibilities lie at the 
Federal level. In particular, we refer to FHA operations under the 
provisions of sections 213 and 220 of the 1954 act. They are not pro- 
ducing the results anticipated. 

Less than 50 housing units have been built in the Chicago area un- 
der section 213. In our opinion, cooperative development and man- 
agement of housing could offer great possibilities to supply the de- 
mand for adequate middle-income housing. But cooperative organi- 
zations need money and advice. A method must be found to fund the 
costs of setting up and developing a housing cooperative, whether the 
venture is eventually successful or not. Then we might count on co- 
operatives playing a more active role in helping to rebuild deterior- 
ating sections of our cities. Cooperatives undoubtedly need the help 
of trained staff and sources of information. Existing cooperative 
organizations could provide part of this. The remainder, it seems, is 
the function for FHA or some comparable Federal agency. 

Of crucial importance is the provision of funds. To offer Federal 
credit aids does not automatically result in the availability of money. 
One suggestion is to strengthen FNMA as a secondary mortgage 
market for such loans. Existing funds set aside for the purpose are 
inadequate. Other types of secondary mortgage markets subscribed 
to by both cooperative organizations and the Federal Government 
might also be worked out. 

There is the further possibility of private industry helping to pro- 
vide funds for housing. People come to urban centers looking for 
jobs. To house them adequately is a responsibility which must be 
borne by a number of groups. Industry might be induced to carry 
its share, if favorable tax consideration is given for funds so used. 
As a matter of fact, simple guaranties by industry to make up deficits 
for housing developments would create favorable conditions for invest- 
ment in such housing by other financial institutions. Facilitating this 
type of program is properly a concern of Government. . 

Coming to the matter of loans under section 220, not one commit- 
ment, to our knowledge, has thus far been issued for the Chicago area. 
Some, we understand, are being discussed, but up to this point there 
is only discussion. Apparently terms authorized by the legislation 
and under FHA regulations are not sufficiently attractive to many 
entrepreneurs in the building field or to the normal sources of mort- 
gage capital. 

If it is public policy to stimulate new construction in urban renewal 
areas, which we believe it should be, then there must be a complete 
reappraisal of the inducements offered to those who are to do the job, 
either as builders or as lenders of the necessary mortgage funds. 
Here is a problem for determination by appropriate experts. What 
basis for valuation shall there be, so-called replacement. cost or long- 
run economic value? What shall be the interest rates and term of 
years for length of loan? What other qualifications should there be 
for assistance in rebuilding an urban-renewal area? In this regard 
let me say we are firm supporters of the present local planning and 
administrative prerequisites necessary for certification of a commu- 
nity’s workable program. 
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As a final observation, we should like to sketch briefly the dynamics 
of the Chicago situation which stimulates continuing pressure on 
our housing market and presses us to find ways and means of making 
our residential communities livable. 

1. One factor is growth of population, both in the city and through- 
out the metropolitan area. A careful recent estimate puts the 1955 
figure at 3,789,000 persons in Chicago; and 6 million in the metro- 
politan area (Bogue). The former is up 4.5 percent over 1950, the 
latter 8.6 percent. 

2. The continuing search for jobs and a better standard of life has 
brought Negroes to the Chicago area at an estimated increase of 20,000 
each year by net migration. Comparatively few new dwelling units 
have become available to this segment of the population. 

3. Various clearance programs sponsored directly or indirectly by 
Government agencies have displaced about 20,000 Chicago families 
since 1949. Less than half that many dwelling units have been com- 
pleted under the slum clearance or public housing program. 

4. A Chicago mortgage bankers appraisal brief reveals an increase 
in construction costs of 25 percent in 1953 over 1949. According to 
the BLS, rents have increased by 40 percent since 1949, or about an 
average of 7 percent each year. At the same time estimates of family 
money income, including that of secondary wage earners, show an 
average increase of only 5 to 7 percent. The result is obviously a 
squeeze on the budget of the middle-income family, not eligible for 
public housing or able to purchase a home at prevailing market prices. 
A BLS survey comparing the sales price of new Chicago area housing 
to annual income of purchasing families indicates that only where 
family income is over $7,500 is the sales price not over twice annual 
income. 

5, Currently, 3 out of every 4 housing units are built outside of the 
city of Chicago. In the 1920's, 1 out of 4 was built in outlying areas. 
If this process goes on unchecked, what is to happen to the inner area 
of the city ? 

6. About 1 in every 5 dwelling units in Chicago had structural or 
sanitation deficiencies, according to the 1950 census. The bulk of 
these units are in some 20 square miles of Chicago’s central area, clas- 
sified as blighted. In a substantial number of cases rehabilitation 
offers no solution. The only answer is slum clearance and rehabili- 
tation. 

Speaking for the Independent Voters of Illinois, we would like to 
conclude this statement as we began. There is much to be done to 
provide every Chicago family with a decent living environment. Our 
objective was to call to the attention of your committee the need for 
strengthening and expanding certain specific programs which the 
Congress has authorized, but which are not functioning as effectivel) 
as they might. We respectfully urge you to consider the facts we 
have pointed out, and on the basis of the information you receive here 
and elsewhere across the country, to make suitable recommendations 
for improving the Nation’s housing and community renewal legis 
lation. 

Mr. O’Hara. Mr. Hirsh, that is one of the best statements made 
before this committee, and it is another great contribution of th 
Independent Voters of Illinois to public service. 

Thank you very much. 
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Mr. Hirsu. Thank you, sir. 

Mr. O’Hara. I have been informed that Mr. Patrick Sullivan, who 
was to appear here, one of our great outstanding Chicagoans, a man 
that I have known and loved for many years, is seriously ill in the 
hospital, and the record will show the reason for Mr. Sullivan’s 
absence and our hope for a speedy recovery. 

The next witness is Mr. George, who speaks not only for his own 
council, but for many affiliates thereof. Mr. George is most highly 
esteemed in this community and is rendering a service of outstanding 
worth. 

I must say at the start, Mr. George, that because of the time limita- 
tions, we must confine you to 10 minutes. 

Mr. George. I think I can do that. 

Mr. O'Hara. We are required to hold all of the witnesses to a tight 
schedule. I have assured my associates that I will hold rigidly to the 
time schedule. I know you will understand. 

Mr. Apponizio. We have a plane leaving in a short time, and in order 
to be home for Thanksgiving, we must leave on that plane. 

Mr. Georce. I understand. 


STATEMENT OF ROBERT C. L. GEORGE, EXECUTIVE DIRECTOR, 
GREATER CHICAGO COUNCIL AGAINST DISCRIMINATION 


Mr. George. I am Robert George, executive director of the Greater 
Chicago Council Against Discrimination. 

Mr. O'Hara. I understand you represent a number of subsidiary 
organizations. 

Mr. Greoree. Yes. I also represent a number of affiliated organiza- 
tions, a list of which is attached to the copy of the testimony that | 
have. 

We wish, first, to express our appreciation to this committee for an 
opportunity to present our information to you and, secondly, to say 
that we have some recommendations which we feel affect not just the 
minority groups in the city but the entire city. 

We wish to discuss the several facts which create the current housing 
impasse and recommend remedial action which will serve to institute 
a fair market for housing for all people. 

In Chicago, housing for minority group families is in constant short 
supply and has been for years. First, I would like to indicate briefly 
how short the supply really is. Our study indicates that in 1940 there 
were 378 dwelling units in the metropolitan area available for every 
1,000 people in the nonwhite community, which by 1950 had decreased 
to 368 dwelling units per 1,000 people with a constantly diminishing 
supply. 

On the other hand, available dwelling units for the white community 
increased from 384 to 411 per 1,000 in the same period—1940—50— 
with rapid development indicated from 1950 to 1955. The total in- 
crease of new private housing in metropolitan Chicago indicated by 
one source is 200,000 new units between January 1951 and the present. 
The best estimate, and admittedly a rough one, indicates an increase of 
3,000 new private units during the same period for the nonwhite 
community. 
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Asa result, the major source of supply for minority groups has been 
from already existing units. A study by Real Estate Research Corp. 
states : 

It appears probable that at least 30,000 dwellings are now nonwhite occupied 
which in 1950 were occupied either by whites or were vacant and that 14 percent 
of the city’s dwelling units are now occupied by nonwhite families. 

An estimate based on population and this percentage of dwelling 
occupancy shows that 1.2 families are living in the units occupied by 
nonwhite families, or that the nonwhite community is 33 percent 
overcrowded. 

Thus far I have been speaking quantitatively and not qualitatively. 
For your information, I should say that, although there have been im- 
provements in many areas, the most accurate study available shows 
that the major districts occupied by the nonwhite community are. 44 
percent dilapidated as compared with a city total of 13 percent, and 
that 50 percent of the nonwhite area was built prior to 1900 as com- 
pared with the overall city rate of 20 percent. 

When an area, 44 percent of whose dwelling units are blighted, 
contains a population 33 percent overcrowded, you get a sense of the 
urgency for providing new dwelling units. 

Furthermore, it is equally clear that the current trends of expanding 
the minority community into existing housing or segregated new hous- 
ing cannot possibly meet the need for living space and will continue 
to compound social dislocation. 

To relieve this shortage it will be necessary to overcome the several 
conditions which (1) block the operation of a really free market, (2) 
solidify and stratify the occupancy patterns of the whole community, 
(3) increase prices, mortgages, and insurance rates in the minority 


community, and (4) ans prevent the construction of new 


housing for members of the nonwhite community. 

Until such time as the free market is available to all buyers and 
sellers of existing housing as well as new housing, the processes of 
stagnation will continue; and the situation, as I have outlined it, will 
grow proportionately worse. On the other hand, with the free flow 
of private capital, credit and the other financial processes for housing 
development, with standards applicable alike to all people not only 
will the crisis abate, but the whole market will be strengthened. 

I need not deal extensively with the question of increased selling 
prices for existing property where minority group buyers are con- 
cerned. The most cursory examination of real-estate transactions in- 
volving the nonwhite community will show inflated prices. The ob- 
vious reason for such inflation is the great need for dwelling units and 
the inaccessibility of such dwelling units. People in the nonwhite 
community are simply forced to pay more to obtain their housing. 

A builder interested in the whole housing market faces another 
yroblem—land sites. To avoid conflict, delay, and controversy, he 
1as by and large selected marginal areas with generally unsatisfactory 
results. Support by the FHA and the VA of the illegal practice of 
segregating communities heightens the problem of site selection. Con- 
troversy and conflict are increased because people opposed to open 
occupancy are just as opposed to segregated communities adjacent to 
their own. 

A third problem is financing. Others today will testify concerning 
the secondary purchases of mortgages and I shall merely add this is 
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another limitation which destroys the orderly process of meeting the 
housing needs of the city. 

In the same connection, we point to the fact that the voluntary home 
mortgage credit program which was established to meet, among other 
things, the sicobioen of financing among minority groups had com- 
pleted only nine mortgage loans in Chicago at our last report in early 
November. 

Frankly, we would rather see financing handled in the normal pri- 
vate free market, nor, may I add, do we see any valid reason why it 
should not be done this way. However, as long as private entrepre- 
neurs continue their rigid patterns of segregation can inflexibility, we 
can only recommend that the President use the powers granted him 
by the Housing Act of 1954 to institute the rediscounting policies of 
the Federal National Mortgage Association. 

With regard to the urban redevelopment programs, may we say that 
the increasing sweep and speed of the program is gratifying to all of 
us. We note at the same time that the displacement of families in- 
creases with the same speed. One estimate indicates that from 15,000 
to 20,000 minority groups families will be seeking homes as a result 
of this development within 3 years. 

We also note that much major civic redevelopment is being delayed 
by the inability of the housing industry to make up its mind as to 
how to handle this displacement of families. 

Again a free market is the best answer, a market which will provide 
money on an equal basis for each potential home owner. With a free 
market, these potential buyers will be able to determine where to lo- 
cate, when to can. how much they wish to pay for their new homes. 
The illegal practices of the FHA and VA in maintaining segregated 
communities will discontinue; and prices, now inflated solely be- 
cause the individual is a member of a racial or ethnic minority, will 
be uniform for the type of dwelling under consideration. 

I cannot overstress the fact that unmet housing needs among racial 
and ethnic minorities are based only in part on economic distress. 
They are essentially needs unmet because minorities cannot buy or rent 
on a free market. For instance, we are informed by the Chicago 
Housing Authority that 45,000 applications are still current for 
public housing. Part of this demand is created by the current rigid 
structure of segregating and overpricing for the minority com- 
munities. ; 

We need more public housing for many low-income families, and 
the need is a continuing one, but we also need private housing available 
to families now restricted to this overpriced and segregated market. 
Since they are unable to buy or rent within the limit of their incomes 
in new private housing or in existing private housing, a backlog of 
demand on public housing is inevitable. It is the only decent housing 
available to them. ; 

In addition, we recommend for immediate action that the Federal 
agencies institute a program of cooperation among themselves for 
coordinating their activities, a strengthening of their administrative 
ah aga im the federally aided public housing program, including 

udget for social as well as physical planning. 

In conclusion, let me again say that the continuation of segregation 
has produced a rigidity in the housing development of the whole city. 

68692—56—pt. 317 
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It has increased blight, increased rents while diminishing the return 
on rental units, increased, the need for public housing, and added 
to the cost of purchasing housing as well as its financing. 

Leadership by the Government in creating a free market for hous- 
ing will serve not only to give equity and justice to a large segment 
of the community, it will also make possible the redevelopment of the 


physical community and reduce many of the social ills now plaguing 
us. 


Thank you. 

Mr. O’Hara. Mr. George, the committee is much concerned over the 
lack of housing for the minority groups, a phase which you have so well 
presented here, and I can assure you that the committee would like to 
spend much time in discussing it with you. It is merely our tight 
schedule that is preventing us from doing so. You have made an 
excellent statement and we appreciate it. 

Mr. Grorce. Thank you, sir. 

Mr. O’Hara. The next witness is Rabbi Opher. Rabbi, we are 
mighty happy to have you with us. 

Rabbi Orner. Thank you, sir. 


Mr. O’Hara. Will you identify yourself for the purpose of the 
record ¢ 


STATEMENT OF RABBI AHRON OPHER, PRESIDENT, CHICAGO 
COUNCIL, AMERICAN JEWISH CONGRESS 


Rabbi Oruer. I am Rabbi Ahron Opher, chairman of the Chicago 
Council of the American Jewish Congress. 
Mr. O’Hara. And one of our great Chicago citizens. 


Rabbi Oruer. Thank you. 

Gentlemen, it is a primary objective of the American Jewish Con- 
gress, a voluntary association of American Jews, to help preserve and 
extend democracy in every area of American life. The question of 
decent housing for all people in this country is vital to democratic 
practices and is therefore a matter of deep concern to the members of 
our organization. 

The present housing situation certainly requires serious and thought- 
ful reevaluation so that necessary solutions to this complex problem 
‘an be proposed and projected. We therefore welcome the study and 
investigation of this committee and appreciate this opportunity to 

resent the views of the American Jewish Congress on the current 
10using situation. We hope this testimony will assist you in clarifying 
the problems that exist in Chicago’s housing needs and in finding 
possible solutions. 

People are the most important element in housing. Whether built 
privately or with Government assistance, housing projects must pro- 
vide the people that live there not only physical shelter, but a residence 
that they are proud to call home. It is with this view that we make the 
following recommendations to improve the present Federal housing 
program. 

We recommend that the public-housing laws be amended to permit 
families whose incomes increase beyond the point where no public 
subsidy is necessary to begin to purchase the apartment or housing 
unit where they live. 
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Under the present Federal housing law, once a family begins to earn 
more than a certain income, they are no longer eligible to remain 
in the public-housing units. The result is a heavy turnover in public- 
housing projects of those residents whose income reaches the maximum 
eligibility figure and further to permit the local housing authority 
to build a new unit in place of the one that is being purchased. 

The result of the present forced eviction policy is that housing proj- 
ects become a transient residence for the more productive families and 
a permanent residence for families that have lower earning power 
and often are the unstable and less responsible elements in the com- 
munity. Permitting families to purchase their apartments after they 
have attained a certain income would be beneficial to the community 
as a whole for the morale of the more productive families would 
improve as they realized that they would not have to move as they 
earned more. These more productive families would provide more re- 
sponsible leadership within the project and the community. Permit- 
ting these families to buy their housing units would eliminate the 
injurious effect on the families and their children that occurs when 
they are forced to destroy roots that they had started to acquire in 
the community while living in the housing project. The total effect 
of this proposal would be to give the people residing in housing projects 
a feeling of belonging to their community. 

In conjunction with the above recommendation, we recommend that 
wherever possible public-housing projects be built on a scale smaller 
than presently. 

Part of the human aspect of housing is that the buildings be a 
pleasant place to live and raise children. There is no reason why 
public housing could not be constructed as garden-type buildings with 
as few as four units each as are many private apartment houses, 
instead of the huge, severe elevator apartment house. The smaller 
unit would restore the family backyard where children would have 
1 place to play and to grow with their families. We all know the 
importance of giving the children of this country every opportunity 
to develop and grow into productive American citizens and there is 
no reason why the children who are raised in public-housing projects 
should not be able to enjoy the pleasures of the family backyard. 

In addition, smaller projects built on small lots and scattered 
throughout the city would more readily become pait and parcel of 
the community where the building is located. High rises stick out 
like a sore thumb in any community, but small structures scattered 
throughout the city that are not being developed by private builders 
are also too small for huge elevator buildings. 

A public-housing program focused on smaller structures would 
permit the average contractor and builder who today is financially 
unable to participate in the public-housing program to undertake 
the construction of some of these smaller structures. This would aid 
in the variety and individuality of the public housing units that 
would be built throughout the city. 

Finally, with smaller buildings built under the public-housing proj- 
ects, families whose incomes rise above the present eligibility level 
would be more anxious to purchase an equity in that unit, as the 
unit would more readily belong to the neighborhood and would be 
more like an individual home where a family has started to plant 
its permanent roots. 
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II. Public housing should not be discriminated against in the costs 
of slum clearance. 

The present law is discriminatory against public housing for the 
cost of building new projects includes the cost of slum clearance, 
whereas in redevelopment housing financed by private sources, the 
Federal Government and local governments pays for the entire cost 
of clearing the slums, the developer paying only the fair value of 
the vacant land. If the cost of building a public project did not 
include the cost of slum clearance, and land were figured at its fair 
value as vacant land, then more “garden-type” public housing units 
could be built instead of the huge elevator buildings which are pres- 
ently built at lower units costs made necessary by the inclusion of 
slum-clearance costs in the cost of the project. 

Only by separating the cost of slum clearance from the cost of 
public housing can the realistic cost of public housing be assessed, and 
the present discrimination against public housing be eliminated. 

IIT. At the present time, the Federal Government’s overall finan- 
cial and credit policy is established on a nationwide basis. It is true 
that credit must often be tightened to prevent inflation. However, 
we suggest that a looser credit program is often necessary in certain 
areas in order to stimulate private building. As an example, we in 
Chicago still lack sufficient housing to care for the needs of all the 
people. A loosening of private credit for housing would stimulate 
additional building. In the meantime as an anti-inflation curb, the 
Federal Government could maintain strict credit policies for other 
than housing expenditures and in those parts of the country where 
a housing shortage does not exist. 

The Federal Government has precedent for stressing housing needs 
for certain particular areas. In the employment field, the Federal 
Government designates areas of critical employment in order to apply 
certain immediate remedial steps in industry to help that area get 
back on its feet. During the Korean conflict, in key defense areas, 
the Federal Government gave emergency aid for building defense 
housing. Thus, after a particular area shows that its present hous- 
ing needs are in a state of distress, it could receive additional Fed- 
eral stimuli for building, such as extra Federal financing and an eas- 
ing of credit for local housing. This extra Federal aid can also be 
applied when there is an indication that the blighted parts of the 
city are above and beyond what is healthy for the city. In many 
cities the present redevelopment program is not keeping pace with 
the growth of blight. Such assistance for these distressed blighted 
areas must be undertaken in order to prevent an uncontrollable growth 
of slums in many communities. 

TV. All housing that is built with the assistance of Federal funds 
must be available to all people regardless of race, creed, color, or 
national origin. This, it would seem ought to go without further 
explanation, but unfortunately explanation is necessary. 

Racial discrimination has no part or place in any Federal housing 
program. This includes both the public-housing program and pri- 
rate-housing developments built with Federal aid. In line with the 
recent decision of the Supreme Court of the United States outlawing 
public-school segregation, the Federal Government must play a posi- 
tive role in breaking down the false barriers of racial and religious 
discrimination in housing built with the assistance of Federal funds. 
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One of the most important Government agencies in this respect 
is the Federal Housing Administration. The FHA is instrumental 
in providing private builders the initial money needed for land and 
preparatory operation and permits home builders and mortgage 
i to construct rental units or cooperative housing with litt'e or 
no financial risk. The FHA today plays a dominant role in influ- 
encing the racial patterns of American neighborhoods, and being an 
agency of the Federal Government it has a duty to positively act to 

reak down discrimination by those who build homes with FH A ascist- 
ance. This also applies for the Veterans’ Administration, the Fed- 
eral National Mortgage Association, and the Home Loan Bank Board, 
all of which are Government agencies set up for the public purpose 
of Government assistance to housing. 

It is true that FHA removed discriminatory requirements formerly 
contained in its manuals. However, FHA borrowers continue to prac- 
tice racial and religious discrimination in fact. We believe that the 
precedent of antidiscrimination Government-contract clause should be 
followed in the housing field by FHA. 

Every Government contract must and does contain a provision obli- 
gating the contractor not to discriminate against any employee or 
applicant for employment because of race, color, religion, or national 
origin. The contracting agency is directed to take appropriate action 
to obtain compliance with that nondiscrimination provision, and many 
agencies have forced private companies to discontinue discriminatory 
employment practices. 

Followng this example, we recommend that all FHA mortgages be 
required to contain a clause providing that discrimination in renting 
or selling units by the developer or anyone operating the housing thus 
built with a FHA loan shall constitute a default entitling the lender 
to accelerate payment of the loan and demand full repayment of the 
loan. Such a standard provision used in FHA mortgages as uni- 
formly as used in Government contracts would go far to eliminate 
racial and religious discrimination in the housing field and would 
insure that Government funds and Government guarantees are used 
to benefit all Americans regardless of race, creed, color, or national 
origin. 

V. Planning for Government-assisted housing should be done on a 
metropolitan scale. 

Each day it becomes more apparent that city limits for any type 
of planning isan anachronism. To limit an agency to planning only 
within the city boundaries restricts that agency from fully using all 
available land facilities for new and better housing, such as available 
land in the surrounding suburbs and unincorporated areas. A more 
positive attitude by the Federal Government could go far toward the 
realization of active metropolitan and regional authorities. As many 
metropolitan areas cover more than one State, such as in the Chicago 
area, the Federal Government’s active assistance is necessary in organ- 
izing interstate metropolitan authorities where necessary. A metro- 
politan plan would permit the utilization of much outlying and thus 
less expensive vacant land for the construction of garden-type small 
structures, and the use of land tracts for housing purposes that for 
various reasons are not being used by private builders. 

Much has been done to this date to overcome the serious problems of 
blight, slums, and lack of housing in our communities. Cities should 
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and can be wonderfully congenial and healthy places to live, work, 
grow, and raise families, but. imagination and basic action is needed 
if our cities are not to be conquered by blight. More has to be done. 
By always keeping in mind the people who reside in any housing proj- 
ect, the Federal Government’s housing programs can be planned 
toward building better and healthier communities for all. 

Enlarged assistance by the Federal Government to a full housing 
program that emphasizes the welfare of people will make a definite 
and positive contribution toward extending the democratic way of life 
throughout the United States. 


Mr. O’Hara. Thank you so much, Rabbi Opher, for such a carefully 
prepared and comprehensive statement. 

Mr. Apponizio. At this time I would like to insert in the record, if I 
may, two letters, from John W. Luther, president of the South Shore 
Improvement Association, addressed to the Honorable Albert Rains, 
chairman of the subcommittee on housing, and the other from Richard 
V. Jaffe, executive director of the South Shore Commission, addressed 
to the Honorable Albert Rains, chairman of the subcommittee. 

Mr. O'Hara. Without objection, they will be inserted in the record. 

(The letters referred to are as follows :) 


South SHORE ComMMISSION, 
Chicago 17, November 21, 1955. 
Representative ALBERT RAINS, 
Chairman House Banking and Currency Committee, 
City Hall, Chicago, 1. 

Dr ar CONGRESSMAN Ratns: The South Shore Commission and our community 
are faced with very serious problems due to the iniquities of the present Housing 
Act. With over 63 percent of our units consisting of buildings larger than three 
apartments and with the majority of them being built in the period of the 1920's, 
we are faced with the problem of obsoleteness and general property deteriora- 
tion. This situation could be easily remedied. 

With your Banking and Currency Committee making recommendations toward 
new legislation, very serious consideration should be given to this overall prob- 
lem. The South Shore community represents a small part (83 square miles) of our 
city’s 60 square miles of conservation area. Our apartments though still desir- 
able in design, room size, and layout are, because of the depression of the thirties 
and war restrictions and controls through to the early fifties, in need of interior 
modernization and exterior rehabilitation. This we need now. 

Unfortunately, there is not available at this time attractive and helpful 
financing to make these necessary improvements, the result of which is the con- 
stant depopulation of our urban communities and the extensive building in our 
suburban areas. 

It is our feeling that a type of financing equal to that of building of new indi- 
vidual homes should be made available for our older large apartment buildings. 
We had urged last year (pp. 407-408, June 7, 1955, hearings before the Committee 
on Banking and Currency) liberalization of section 220, loan guaranty “so that 
neighborhoods with good schools, parks, playgrounds, streets, ete., and where the 
vast majority of buildings are sound and modern in design, will need only the 
judgment of the local administrator before the loan is guaranteed by the FHA.” 

Our conservation program is, in a very real sense, contingent upon a more lib- 
eral and realistic housing loan program. 

Very truly yours, 
RicHArD D. JAFFE, Executive Director. 
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SoutH SHORE IMPROVEMENT ASSOCIATION, 
Chicago 49, Ill., November 21, 1955. 
Representative ALBERT RAINS, 
Chairman, House Banking and Currency Committee, 
Chicago, Ill. 

DEAR CONGRESSMAN RAINS: The membership and board of the South Shore 
Improvement Association urges the revision of the present Housing Act to 
liberalize financing of apartment buildings. 

The apartments built within the confines of the improvement association are 
in one of the most desirable sections of the city of Chicago. Unfortunately, due 
to the depression and wartime restrictions the interiors and exteriors of these 
buildings are in need of remodeling. The present financing system makes it 
almost impossible to rehabilitate today. 

What is needed we feel, is a revision of section 207 or 220 so that the following 
conditions can be made to prevail: 

1. Loans made upon the condition that a substantial share of the loan (such 
as a minimum of 25 percent) be used for modernization work accomplished 
within 12 months before or after the issuance of the mortgage guaranty; 


2. For a high ratio of current appraised value (almost as high as for a new 
construction) ; and 


3. For which the repayment periods are more nearly comparable with those 
of insured mortgages on new homes; and also 
4. A lenient loan for new apartment buildings. 
We are sure that this type action will stimulate modernization in our com- 
munity and the many like communities throughout the Nation. 
Very truly yours, 


Mr. O’Hara. Mr. Harris. 


JOHN W. LuTHER, President. 


STATEMENT OF GEORGE S. HARRIS, PRESIDENT, NATIONAL 
ASSOCIATION OF REAL ESTATE BROKERS, INC. 


Mr. Harris. My name is George S. Harris. I am president of the 
National Association of Real Estate Brokers. 

Mr. O’Hara. Proceed, Mr. Harris. Do you have a prepared state- 
ment ? 

Mr. Harris. Yes, sir. 

Mr. O’Hara. I wonder if you would prefer to put your prepared 
statement in the record or talk extemporaneously, as you prefer. 

Mr. Harris. I would prefer talking from some of this here because 
I think it is highly important and I would want to get it in as it is. 

Mr. Apponizio. Mr. Harris, we are just pressed for time. 

Mr. Harris. I realize and I am going to make it very short. I will 
leave out some of it. 

Mr. Apponizio. If you could sum it up a bit, it will help us tre- 
mendously. 

Mr. Harris. First, I would like to give you some information about 
what my organization is. That will be very short. This organization 
was formed out of necessity. You know the real-estate profession is 
one of the few that has trade organizations where Negro members are 
not generally allowed to join as full-fledged members. Therefore, 9 
years ago, a group of men attending the National Business League in 
Florida decided it was imperative that the Negro real-estate brokers 
form a representative organization to serve the real-estate industry 
throughout the country. From a small beginning they have grown 
to the point where there is representation in 36 States. This means 
there are more than 40 boards affiliated with the organization. I will 
leave out part of the statement regarding a lot that you have heard 
already, but I would like to state that the greatest contribution to the 
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overall housing need of nonwhites during the past 10 years has been 
made by the low-rent public housing program. Large numbers of 
families moved out of slum-clearance areas have been housed in de- 
sirable surroundings and been encouraged to appreciate a higher type 
of living. j 

After appreciating this type of living they become prospective 
home buyers. While this has helped a great number of nonwhite 
families in the slum parts of the city, the problem has not helped those 
not qualified by public housing who want to satisfy their desires by 
purchasing a desirable home in the open market. pit 

Experience shows that between 30 and 40 percent of all families in 
slum-cleared areas qualify by income for public housing. The un- 
qualified 60 percent is faced with satisfying their needs through the 
general real-estate market. The Negro American is not allowed to 
participate in a free open market in the housing field as he is in other 
markets such as the automobile, television, and other general utilities. 
This is caused by the so-called gentlemen’s agreement that exists 
between real-estate brokers, mortgage bankers, builders, and lenders 
in general that set up a pattern that unless it is found that there are 
three or more nonwhite families already in the same block, no funds 
would be available for a mortgage. This creates a critical situation 
and continues the pattern of strictly all-Negro or all-white areas. The 
Negro cannot consider himself a free agent to purchase in many of 
the new subdivisions that are federally insured by FHA and VA loans 
that are in the city proper and other periphery of the city of Chicago. 

There are thousands of these homes advertised regularly, but the 
Negro American is not expected even to apply for rental or purchasing 
of this new housing supply. This is the method by which thousands 
of white families from all over the world have been permitted to 
improve their living standards in Chicago, while the nonwhite family 
is denied this opportunity. The general pattern of appraisal of prop- 
erty is based on a schedule which is arranged whereby a percentage 
of the cost factor reduces the valuation because of race. There again 
is the bold fact that a trade organization can set up rules and regula- 
tions regarding the acquisition of property and these same organiza- 
tions deny citizens the right to participate in their membership because 
of their race. 

We protest against the present policy of foreclosing of Government- 
insured mortgages, where only certain realtors where above property 
is acquired are permitted to participate in the property. 

We feel all qualified real-estate brokers in any State should have 
the opportunity to selling in the free market any Government property 
acquired as aforesaid if he is certified by the agency acquiring said 
property. 

Mr. O’Hara. Mr. Harris, I learned recently only this fact and I am 
not sure that it is known to the other members of the committee. 
There is no Negro member of a real-estate board; is that correct? 

Mr. Harris. There is no Negro member to my knowledge on the 
Chicago Real Estate Board. There are about eight in the entire 
membership of the National Association of Real Estate Boards of the 
whole country. 

Mr. O’HarA. You are the president of the national association, are 
you not? 

Mr. Harris. Yes, sir. 
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Mr. O'Hara. That includes Negro real-estate brokers ? 

Mr. Harris. It includes anyone. We have a mixed organization. 
It includes anyone at all that’ qualifies from the standpoint of ethics 
and is a qualified broker in his community. 

Mr. O'Hara. Now, are you permitted to use the name “realtor” ? 

Mr. Harris. No, sir; that is a trade name and I have a recommenda- 
tion in here regarding that. 

Mr. Apponiz1o. What is the total membership of your organization 4 

Mr. Harris. At the present time, about 650, and it covers the entire 
country. We held our convention in Brooklyn, N. Y. I would like 
to read this recommendation because this is the thing—while I have 
a letter from Mr. Cole stating it was in error, on the application for 
voluntary home board credit, it states on the back on instructions, that 
if you have trouble filling in this application, see your banker, your 
builder, or your realtor. Well, “realtor” is a trade name and it cer- 

tainly cannot be used by persons that are not members of the organ- 
ization, and we feel that the Government of the United States should 
not print anything in their forms that will advocate an organization 
that is certainly not giving all citizens an opportunity and we ask that 
it be removed. 

Mr. O’Hara. Now, in your statement you are giving your recom- 
mendations ? 

Mr. Harris. Yes, sir. 

Mr. O’Hara. I am sure the members of the committee, understand- 
ing what you represent and how important is the subject, will give a 
careful reading of your recommendations, and I am merely suggesting 
now: that you epitomize your remarks, pin-pointing the matter. Not 
that we are not interested, but I wish your recommendation to have 
serious consideration, and you know this tight schedule we are run- 
ning under now. 

Mr. Harris. I appreciate that highly, and if it is the will of the 
committee—— 

Mr. Apponiz1o. I was wondering, you mentioned the fact that the 
word “realtor” should be done away with. What would you replace 
it with? 

Mr. Harris. I would say real-estate broker on this application, and 
that would give everybody a free shot at it. We have had this ques- 
tion before with the Veterans’ Administration, and I am very happy 
to report that we were given considerable consideration on it, and the 
door was open to the matter of some of the reclaimed properties under 
VA, and I submit my recommendations, and if there is too tight a 

schedule, if you think it is best just to turn it in, I will be very happy 
to do that. 

If there is any question you would like to ask about that, I would 
be very happy to answer it. 

Mr. O’Hara. The committee I am sure regards you as a very im- 
portant witness. If the members wish to ask questions, that might 
prove the most effective w ay to proceed. Later I am sure the members 
of the committee will all read your statement. 

Mr. Harris. I would like for them to be sure to read our recom- 
mendations. I have one big recommendation I would like to speak 
of, and if you will allow me just 1 minute, Congressman, I will ap- 
preciate it. 


6250034 
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It is our personal belief that this whole thing of the free open 
market can be eliminated because of the fact that you can eliminate 
this gentleman’s agreement whereby you can profit. I am speaking 
from the standpoint of the real estate broker when he goes into his 
regular sources and they say to him, “Frankly, I am sorry, I can’t 
do anything now in this area because it is against the rule.” They 
will tell you the truth. You can’t put your finger on anything other 
than this. 

Our solution is this: 

Under Fannie May that there be allocated for this purpose in the 
secondary market $75 million for the entire country. 

I have a list of schedules that we have made up from our last con- 
vention showing the various areas, the districts, and the amount that 
has been suggested, where these mortgages can be brought back from 
the sources, say here in the city of Chicago. There are four sources 
in the city of Chicago that would be very happy to work in conjunction 
with that sort of deal where they could take them back at par. 

I am making that as a recommendation, and I will also attach a list 
of the areas where we think the amounts should be. 

Again, permit me to express my appreciation for the National As- 
sociation of Real Estate Brokers for this opportunity to present this 
to the committee for their consideration. I will be very happy to an- 
swer any question that you might want to ask. 

Mr. O’Hara. You did a terrific job. 

Mr. Harris. Thank you. 

Mr. O’Hara. By epitomizing it that way you have gotten it over 
to the committee and we will all read your recommendations in 
detail. 

Mr. Harris. Thank you very much. 

(Mr. Harris’ complete statement follows:) 


STATEMENT OF GEORGE S. HARRIS, PRESIDENT, NAIIONAL ASSOCIATION OF REAL 
BDstTATE Brokers, Inc., Cu1caco 15, Ix. 


On behalf of the National Association of Real Estate Brokers, Inc., and myself, 
individually, I wish to express to this subcommittee of the Congress of the 
United States my appreciation for the opportunity to present the views of our 
organization to this committee. 

First, let me give you a little information regarding the National Association 
of Real Estate Brokers, Inc. This organization was formed out of necessity. 
As you know, the real estate profession is one of the few that has trade organi- 
zations wherein Negro Americans are not generally allowed to join as full- 
fledged members. Therefore, 9 years ago a group of men attending the National 
Negro Business League in Florida decided it was imperative that the Negro 
real estate brokers form a representative organization to serve the real estate 
business throughout the country. And from a small beginning they have grown 
to the point where there is representation in 36 States. This means, of course, 
that ther are more than 40 boards affiliated with the organization. 

Chicago is one of the great business and industrial markets of the world. 
This phenomenal industrial growth is due in part to the central location of 
the city in the Nation; and to the diverse character of the citizens who have 
come from all parts of the world and of the Nation to supply the labor demands 
of industry, and enjoy the jobs and opportunities created under the powerful 
stimulus of free enterprise. Late but just as indispensable to the expansion of 
industry are thousands of Negroes and other minority groups who have come for 
the same reasons. 

In 1950 it was estimated that it would take 292,000 additional units of housing 
to eliminate the bad housing conditions of the city. Of these 146,000 or about 
one-half of the total are needed by the nonwhite population which lives in two- 
thirds blighted areas of the city. 
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The greatest contribution to the overall housing need of nonwhites during 
the last 10 years has been made by the public low-rent housing program. Large 
numbers of the families moved out of slum-cleared areas have been housed in 
desirous surroundings and have been encouraged to appreciate a better type of 
living. After experiencing these improved living conditions, they develop a 
desire for home ownership and become prospective home buyers in the open mar- 
ket. While this situation has aided a great number of nonwhite families in 
slum occupied areas in the city, the program has not helped nor relaxed the 
problem faced by those families not qualified by public housing who want to 
satisfy their own housing requirements by purchasing a desirable home in 
the open market. Experience shows that between 30 to 40 percent of all fami- 
lies in slum-cleared areas qualify by income for public housing. The unqualified 
60 percent is faced with satisfying their needs through the general real estate 
market. The Negro American is now allowed to participate in the free open 
market in the housing field as he is in other markets, such as automobiles, tele- 
vision, and other utilities. This is caused by the so-called gentlemen’s agree- 
ments that exist between real estate brokers, mortgage bankers, builders, and 
lenders in general that set up a pattern that unless it is found that there are 
three or more nonwhite families already in the same black no funds would be 
available for a mortgage. This creates a critical situation and continues the 
pattern of strictly all-Negro or all-white areas. The Negro cannot consider 
himself a free agent to purchase in many of the new subdivisions that are 
federally insured by FHA and VA loans that are in the city proper and on 
the periphery of the city of Chicago. There are thousands of these homes 
advertised regularly, but the Negro American is not even expected to apply 
for either rental or purchase of this new housing supply. This is the method 
by which thousands of white families from all over the world have been per- 
mitted to improve their living standards in Chicago, while the nonwhite family 
is denied this opportunity. 

The general pattern of appraisal of property is based on a schedule which is 
arranged whereby a percentage of the cost factor reduces the valuation because 
of race. There again is the bold fact that a trade organization can set up rules 
and regulations regarding the acquisition of property. And these same organ- 
izations deny citizens the right to participate in their membership because of 
their race. 

We protest against the present policy in disposition of defaulted and fore- 
closed Government-insured mortgages, wherein oniy real-estate brokers in cer- 
tain communities where above-mentioned property is acquired are permitted 
to participate in the resale of this property. We feel that any qualified real- 
estate broker in any State should have the opportunity of selling in the free 
market any Government property acquired as aforesaid, if he is certified by the 
agency acquiring said property. : 

In 1953, a Citizen’s Committee To Fight Slums was formed under the auspices 
of the Metropolitan Housing and Planning Committee of Chicago. This com- 
mittee was chosen with 37 distinguished citizens from all areas of community 
life. The following is a quotation from their report to the mayor of the city: 

“The mayor's housing coordinator has often and correctly stated that the 
overcrowded Negro areas of Chicago must be dedensified by moving a sizable 
proportion of their occupants to new sites, both inside and outside of the city. 
This calls for unrestricted access to land, both vacant and improved, in accord- 
ance with the functioning of a free housing market. This will necessitate the 
general acceptance of the open occupancy idea, which in turn must rest on wide- 
spread educational campaigns supported by an official city and suburban policy 
of removing, rather than fostering, discriminatory barriers. Local organiza- 
tions working close to the people and guided by enlightened new local leader- 
ship must assume a large portion of this task.” 

The Housing Act of 1954, among other things, created the voluntary home 
mortgage credit program established to help make mortgage money available 
for loans insured by the Federal Housing Administration or guaranteed by 
the Veterans’ Administration in small communities and remote areas, and for 
minority groups generally. The last available report from January to Septem- 
ber 1955, consisting of 16 regional districts covering the entire country, shows 
a total of 6,163 loans and of these 658 were to members of minority groups. 
As of October 1955, the ninth VHMCP district, which includes Illinois, Wiscon- 
sin. and Iowa, had processed 2.249 mortgage applications and secured 965 loans 
amounting to $8,291,756. Of these, 192 covered mortgages on properties pur- 
chased by members of a racial minority Sut these included 2 multiple develoy 
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ments of 125 and 20 units in all nonwhite housing developments, and only 47 
represented mortgages on single family units. And of these only 9 minority 
loans were processed in the city of Chicago. The organization of the VHMCP 
has not relaxed the restrictions upon the opportunities of Negro families to 
obtain adequate housing. It is clearly evident that the VHMCP has hardly 
scratched the surface insofar as the nonwhite housing market is concerned. 
We sincerely hope the VHMCP is not operating under the so-called gentlemen’s 
agreement. The available sources of mortgage money for nonwhite are limited 
to the extent that all of these sources quickly dry up, and it is imperative that 
there be some relief provided in the secondary mortgage market. There are 
only a very few of the banking institutions in the city of Chicago that will accept 
Negro mortgages, either conventional FHA or VA. 

We protest the use of a trade name of an organization that is discriminatory 
in its membership that appears in the applications for loans through the VHMCP. 

It is our belief that the problem of housing the citizens of this country can 
be accomplished through the free enterprise system that has characterized the 
growth of this great country. When the free open market is available to all 
citizens regardless of race or creed, the problem of housing will be settled. 

I believe that the recommendations made below will facilitate the achievement 
of the aims of the United States Congress and all of its citizens. 

1. That this subcommittee, Congress, and the United States work toward 
establishing in America a free market to minority families in housing. 

2. That all policies and Government procedures in housing be programed to 
this objective. 

3. Since credit restrictions are a major detriment to a free market, we recom- 
mend that the broad functions of the Federal National Mortgage Administra- 
tion be restored to provide a secondary market for home mortgages; and that 
at least $75 million be earmarked to provide secondary credit for minority home 
buyers. 

4. The discounts, rates, and procedure of the Federal National Mortgage 
Administration should be designed to facilitate home buying by minority families, 
and not to impose higher credit rates than are paid by others in the home-buying 
market. 

5. That the chairman of the VHMCP be instructed to inform each mortgage 
office upon issuing application for loans on VMC form No. 2, under the heading 
of Instructions, the word “realtor” be blocked out and, if any substitution is to 
be made, it should be real estate broker. 

Again, permit me to express my appreciation for the National Association of 
Real Estate Brokers, Inc., to be able to appear before you and present this state- 
ment and the recommendations for your consideration. 


Distribution of secondary mortgage money 


Maine, Vermont, New Hampshire, Massachusetts, Connecticut, Rhode 


hare biel dicate AIR Aatinbiehita ks ahah d ebb iibcerdiiteedbaniadbenchintiiibike $1, 000, 000 
New York and New Jersey 


Pippa sles ess ee ak le 10, 000, 000 
Pennsylvania, Delaware, Maryland..................-........._ 7, 000, 000 
West Virginia, Virginia, Washington, D. C__-._._------.------._--- 5, 000, 000 
Nocth Gewelina.' Pout (Osdrelineg jn 2s 8 8 nn eed 5, 000, 000 
Aiebowme: GeorsleciP temiee iss oo) a see 10, 000, 000 
Pen Re re relat Wee Pee nee) ae eae eee Lee EE PLET Wa PE aE Pe 2, 000, 000 
ie, apenas ene a ee ee a i eS 10, 000, 000 
RT 0 RED EEEE SS 1 520M E. QUEUE SANTE SEPM, FO UENED) DOE TIRE TE 10, 000, 000 
North Dakota, South Dakota, Nebraska, Minnesota__.__-___--___-___ 500, 000 
Missouri, Kansas, Oklahoma, Arkansas___.-..-.--------_----..._ 6, 000, 000 
Texas, Louigtana, New Moexieo.....cc8i citi a 1, 000, 000 
tek, (Goboneto, ASinpniii .ta6lei Sk. Sli ade nteddbuwnss 200, 000 
Washington, Idaho, Wyoming, Montana_____-------_-___-________ 200, 000 


Califormin: Nevada; Quepoms wise Sie wc 10, 000, 000 
Mr. Apponizio. Mr. William Deknatel, president of the board of 
Hull House. Is he here? 
If not, we will proceed to the next witness. 
(The prepared statement of Mr. Deknatel follows:) 
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STATEMENT FROM THE EXECUTIVE COUNCIL OF THE CHICAGO FEDERATION OF SETTLE- 
MENTS AND NEIGHBORHOOD CENTERS ON HOUSING NEEDS IN CHICAGO AS SEEN BY 
SETTLEMENTS AND NEIGHBORHOOD CENTERS 


Substantiating data from Hull House, 800 South Halsted Street; Newberry 
Avenue Centers, 1335 South Newberry Avenue; Lower North Centers, 621 
West Elm Street; Kenwood-Ellis Community Center, 4609 South Greenwood 
Avenue ; Hyde Park Neighborhood Club, 5480 South Kenwood Avenue 


Mr. Rains and members of the committee, the executive council of the Chicago 
Federation of Settlements and Neighborhood Centers is glad to have the oppor- 
tunity to speak before this committee in the interest of thousands of people in 
Chicago whose most urgent need is decent, safe housing, within their means. 
This group includes young families who are doubling up with in-laws in already 
overcrowded flats; old people whose income in retirement is sharply reduced; 
families whose wages have remained static; minority groups who have beeu 
forced to occupy slum housing because their residence is acceptable only in cer- 
tain communities. Most recent estimates are that Chicago has roughly 200,000 
families living in slums in the inner city of Chicago, the majority of them in the 
lower income group. 

Our 33 settlements and neighborhood centers have close contact with many of 
these families. During the past 5 years their housing difficulties have often 
brought tragic resuits. Our agencies have encountered these things: 

A family in which a 2-year-old baby was bitten to death by rats in a 
makeshift crib; 

A young couple with two children occupying a store front, when the 
alternative was a basement room with part dirt floor; 

Fifteen Puerto Rican families whose rooming house burned in the middle 
of the night—as the result of an arsonist’s work—funeral arrangements 
needed for as many as nine victims of this fire; 

A family whose 14-year-old son had been picked up by the police in a 
saloon at2a.m. He explained that he had to wait his turn to sleep in the 1 
room occupied by a family of 5; 

An old man recently discharged from a mental hospital for whom a single 
room in the neighborhood could not be found. Having no relatives he 
wanted to live in the familiar surroundings where he had worked for 50 
years. 

These examples can be multiplied many times. Recently, the executive and 
board of a settlement house on the Near West Side wrote to Mayor Daley, de- 
scribing the deplorable neighborhood in which the agency serves more than 
300 families. They told the mayor that the neighborhood offers families nothing 
more than “the charred remains of buildings rendered uninhabitable by fires, 
numerous abandoned buildings too old for paid occupancy, but yet good enough 
to harbor ‘squatters,’ numerous vacant lots from which condemned structures 
have been removed, broken and hazardous sidewalks, filth and garbage every- 
where. Blight and decay are obvious—a breeding place for disease, delinquent 
behavior, and crime.” 

There is no need to elaborate further concerning the effects of such living con- 
ditions on family life and the morale of our citizens. They simply make more 
urgent the appeal of our agencies to city officials and to Representatives of the 
Congress to develop broad, comprehensive plans for slum clearance and rede- 
velopment of urban communities, on the basis of the needs of the majority of 
the families who live in them. These needs include safety, privacy, play spaces, 
accessibility to schools, churches, shopping centers, and adequate transportation 
to employment, within their means. 

We believe that basic to solving this problem is the involvement of all the 
people in the process so that they can act responsibly, with the confidence that 
their rights and their needs are being given consideration. Redevelopment plans 
that are not made for the people of the community to be developed, that are 
projected only in the interest of preserving and improving the physical resources 
of the city, are subject to misunderstanding and resistance, because they affect 
the lives of thousands of people who have had no voice in making them. Redevel- 
opment plans that fail to provide for various types of housing to meet the needs 
of families of all economic leyels within the residential neighborhoods of Chi- 
cago create class islands and simply increase the barriers that exist between 
groups in our community. Such barriers keep our democratic society in a state 
of uneasiness and make us vulnerable in the eyes of a critical world. It is pos- 
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sible for us to live and work together harmoniously and urban redevelopment 
plans should contribute to this goal. 

During the last few years many of our settlements and neighborhood centers 
have been intimately concerned with redevelopment and in the more recent plans 
for urban renewal. The first and most immediate job has been to help our 
neighbors understand and accept the plans as announced through the press and 
as notices to move were received. Some people have come to our agencies with 
newspaper clippings in hand, protesting the announcement of large-scale re- 
developments which would wipe out small homes representing a lifetime in- 
vestment. 

Many small-business owners and families who have lived all their lives in 
particular neighborhoods have come to our agencies to inquire how soon the 
bulldozers would be there and whether they would have any advance notice. 
White families have reported to our agencies their inability to secure FHA 
mortgages for home purchases in transitional neighborhoods; Negro families 
have told of pressure by the redevelopment authorities and other residents for 
them to move out of an area designated for urban renewal. In this same area 
Puerto Rican and American Indian residents have been forced out of the neigh- 
borhood as physical redevelopment to benefit those of higher income levels is 
implemented. 

As our settlements and neighborhood centers have assisted their neighbors 
in understanding and accepting the reality of redevelopment, they have also 
worked with the public and private agencies and the community organizations 
concerned with redevelopment. They have assisted some families in relocating 
when the overall comprehensive relocation plans have broken down. They have 
organized block clubs in conservation areas, in order to safeguard these areas 
from illegal conversions and creeping blight. They have helped to interpret 
to groups of citizens the urgency of conservation in the face of the extreme 
housing shortage in our community. 

The most practical help given to a community area in tackling redevelopment 
was the formation and support of the Near West Side Planning Board by Hull 
House, Chicago’s oldest social settlement. The Near West Side Planning Board, 
established in 1949, is an organization of people living or working in the Near 
West Side, joined together to stimulate and aid a program of conservation, re- 
habilitation, and building of residential, community, commercial, and industrial 
facilities of the area. Recognizing the importance of the Near West Side to 
private investors, because of the medical center and the Congress Superhighway, 
the planning board has evolved a modern, reliable plan to guide residential, 
business, and industrial development. It has drawn together owners of homes, 
community, business, and industrial property, welfare agencies, schools, and 
churches to interpret the facts about public and private plans for changes. It 
officially represents the interests of the Near West Side in the 12 or more public 
agencies functioning under State and Federal urban redevelopment and hous- 
ing laws. It is an instrument of all the people of the area, involving them in a 
process of planning and accepting responsibility for their community, in part- 
nership with large-scale public and private investors. 

The examples given earlier as to ways we are involved in working with the 
everyday pressures and tragedies created by poor housing represent, unfortu- 
nately, nothing new to settlements. During the 60 years of settlements’ existence 
in Chicago, we have been continuously working with our neighbors, through 
our actual living in the communities, toward better housing. The writings of 
Jane Addams, Graham Taylor, Mary McDowell, and other settlement leaders, 
past and present, are filled with similar illustrations. Deteriorated housing con- 
ditions in the neighborhoods, the ensuing social disorganization, and the solutions 
recommended by the people themselves have always been the settlements’ business. 
Petitions, committees, delegations documentations by the hundredfold have 
come every year from settlements serving the local community. 

Mr. Chairman, the executive council of the Chicago Federation of Settlements 
and Neighborhood Centers believes that the urban renewal program is workable. 
We believe that the remaking of our communities so that all the factors essential 
to good family life are available to every American family is a possible goal. 
We see the need for a supply of housing of adequate standards for people of all 
incomes and especially for large families, the aged, young families, and minority 

roups. 
5 oa experience in working with families in the blighted areas of Chicago has 
made us aware of the positive contribution of public housing in meeting some of 
the most crucial housing problems of this community. While we do not yet know 
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how the present urban renewal legislation will work out, from what we observe 
in the city, particularly in the projects proposed for the Near West Side, we are 
hopeful that there will be good results. We feel that the law may need strengthen- 
ing in order to enforce more detailed and realistic consideration of the needs and 
problems of the people already living in communities subject to urban renewal 
so that the problem of displacement and relocation will be eliminated and that 
the improvement of conditions in one slum or blighted area will not lead to the 
intensifying of these conditions in contiguous areas. 

We also are doubtful of the effectiveness of the financial provisions of the 
present law which will guarantee mortgages on liberal terms for homes at too 
low a cost for the Chicago area. We believe that there is a major problem in 
providing means for those people, whose incomes place them above the level 
of public housing, to secure decent housing for themselves. 

Families have come to our agencies asking help in the mobilization of tenant 
action to protest 100 percent increases in rent for disreputable housing, for which 
landlords wished to receive maximum prices from the land clearance commis- 
sion. Such incidents lead us to wonder if there could be a means within the law 
which would discourage property owners from trying to enhance the value of their 
holdings due to be purchased by public agencies once they have learned of -the 
proposed urban renewal plans. 

Finally, we believe that people, not projects, are the city, and that urban renewal 
is for them. 

Mr. Apponizio. The next witness is Mr. Willoughby Abner, National 
Association for the Advancement of Colored I -eople. Is he present ? 

Mr. O’Hara. Is there anyone here representing Mr. Abner? I 
think I was told that he might be unable to be here but somebody 
would be here to speak for the association. - 

Mr. Apponizio. Mr. E. C. Shinner, from the Shinner Foundation. 

Will you please take the witness stand ? 

Before Mr. Shinner begins, I would like for the organizations not 
represented here this morning to insert any remarks that they would 
care to at a later date. 

Mr. O’Hara. I hope that those who are here can be introduced and 
then their statements put in the record. 

Mr. Shinner, will you identify yourself for the purposes of the 
record ? 


STATEMENT OF ERNEST C. SHINNER, CHAIRMAN OF THE SHINNER 
FOUNDATION 


Mr. Survner. I am Ernest C. Shinner. I am the chairman of the 
Shinner Foundation. Our address is 733 West 64th Street, Chicago. 

Mr. O’Hara. Mr. Shinner is one of our great Chicago businessmen 
and outstanding thinkers on public questions. He is the father of the 
small family farmer plan, which I, with others, believe eventually 
will form the basis of a sound and lasting solution to our agricultural 
problem. 

Mr. Sutnner. I don’t hear you very well, Congressman. 

Mr. O’Hara. I am saying nice things about you, Mr. Shinner, and 
I suspect that it is your modesty that prevents your hearing. Will 
you proceed, Mr. Shinner ? 

Mr. Surnner. First of all, I would like to say to you that any- 
thing I have to say should be regarded as the remarks of a business- 
man and the observations of a businessman rather than a real-estate 
expert. 

I have had some experience in the real-estate business, both as 
an owner and subdivider, experience in the financing of real estate, 
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me so forth, but I am now retired and I don’t regard myself as a 
eal-estate expert. 

I have just recently prepared an article that has to do with urban 
rehabilitation, which will be published in the New Leader magazine, 
to reach the newsstands on December 5. It is too long for me to 
go into it here, but I would like to give you a few of the highlights 
of this article. 

In the first place, my observation is that various governmental 
activities which have been intended, of course, to improve conditions 
for everyone have unwittingly worked against urban city property, 
flat properties. I refer specifically to the SEC; section 137 carries 
restrictions against the sale of mortgages by banks to individuals. 

A generation ago almost every businessman who had investments 
had in his portfolio some mortgages. Today he has very few of 
those. The mortgage money has all been channeled into the insur- 
ance companies, the big banks, and investment concerns. They are 
not in the hands of individuals. 

The FHA laws, of course, as you have probably heard many times 
over, have been competing. In fact, they are not competing. They 
have drawn the contractors and builders away from our urban sec- 
tions into the suburban sections, and with the preferential treatment 
which the FHA gives to the single-family residence, it leaves the 
owners of existing residential property, more particularly apartment 
buildings, at a great disadvantage. 

Added to this, the effect of the rent-control law which deteriorated 
many buildings due to the lack of income and permitted many build- 
ings to be resubdivided into small apartments, we have a condition 
which is working against the city areas, that is, the established apart- 
ment districts. 

Now, I feel that the big thing that is needed or one of the big 
things which is needed to restore our metropolitan residential districts 
is money. The money is not available to rehabilitate existing build- 
ings, and they all need it very badly. Every building in the city 
of Chicago or other cities which is 35 years of age or older, both the 
plumbing and the wiring are virtually obsolete. It takes a major 
operation to correct that. The av erage cost of correcting that in a 
4- or 5-room apartment, going through and restoring the wiring and 
restoring the plumbing and the light fixtures, the plaster and possibly 
the hardware, will run anywhere from $2,500 to $4,000 an apartment, 
so I get from people who are in the business. 

Now, the question is, I suppose, the purpose of this meeting is to 
find some way to improve our general metropolitan housing. In 
this article which I have written I have made this rec ommendation : 
that the FHA law be amended so as to provide not insurance but 
funds. What I am recommending would virtually become a bank 
comparable to the land bank or the bank that supplies money to the 
building and loan associations but set up under the FHA. 

I am making a recommendation in this article that we organize a 
division of the FHA to be set up comparable to a common law trust, a 
land trust, in which the Government would set up a starting fund of, 
T have suggested $500 million, and that the public who are now denied 
an opportunity to invest in real-estate mortgages be permitted to pur- 
chase certificates of beneficial interest in this trust, and the thing could 
grow as the need would require. 
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This part of FHA would appoint committees and divide the cities, 
and so forth, into zones of committees. It would have a committee 
of practical people pass upon the quality of a building and see if it is 
qualified for—— 

Mr. O’Hara. Mr. Shinner, how long is the article in which you out- 
line this? 

Mr. SuHanner. How long will it take—— 

Mr. O’Hara. How long is this magazine article, three or four 
thousand words ?¢ 

Mr. Surnner. I didn’t get you, Congressman. 

Mr. O’Hara. What magazine is printing this article? If there are 
no objections, the entire article will be inserted in the record. Are 
there objections ? 

Mr. Surnner. I have a copy of it. I will be glad to leave it with 
you. 

Mr. Apponizio. How long is it 

Mr. SHinner. Oh, it is about 4,000 words, 4,500, 

Mr. O’Hara. The entire article will be printed in the records of our 
proceedings here. 

Mr. Suinner. I will be glad to leave it with you. 

Mr. O'Hara. That will explain it all. 

I might say to the committee that Mr. Shinner has been a very suc- 
cessful businessman and that he is devoting his time and fortune to 
studies and works for the benefit of the American people and without 
any selfish motivation. If we have the necessary permission we will 
put the article in the record, Mr. Shinner, and thank you for being 
here. 

Mr. Sutnner. There you are. 

(The article referred to above is as follows:) 


Ciry StuMS—A CHALLENGE TO PRIVATE ENTERPRISE BY E. G. SHINNER, THE 
SHINNER FouNDATION, CHICAGO 21, ILL. 


To the casual observer, city slums appear as an unnecessary blight in our ex- 
panding free-enterprise economy. The fact that they are a worldwide problem 
does not mitigate our own difficulties with urban housing. It is a sad admission 
that our slums are a byproduct of our own cherished freedom of action—our 
high degree of personal liberty to do just about as we please—often without 
regard for the effect of our behavior on society as a whole. 

The answer to this problem lies in the factors which make up the problem 
itself. It lies in the hands of our private citizens who wish to improve their 
properties, in the hands of landlords, in the hands of our city an 
ment officials, and in the hands of our Federal Government which has repeatedly 
helped, by remedial legislation, to preserve those characteristics of our free- 
enterprise system which contribute most to our American way of life. 

If the problem is to be successfully dealt with, two basic changes in the finan- 
cial status of property owners in blighted and/or semiblighted areas appear to 
be necessary : 

(a) The ownership and operation of substandard properties should be made 
progressively more unprofitable through the development and strict enforcement 
of city housing, zoning, and building codes. 

(6) An easy and universal means of financing the rehabilitation of 
property must be made available. 

Such a program is the thesis of this discussion. 

Of all the complex and stubborn problems with which city, State, and Nation: 
Governments are confronted today, our big city slums are undoubtedly at once the 
most baffling, the most menacing—yes, and the most challenging. : 

The speed with which slums are created hangs like the sword of Damocles 
over the heads of city governments everywhere. In Chicago alone. where over 


d State enforce- 
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800,000 people swarm in 23 festering square miles of hopeless slums, surrounded 
by another 56 square miles of increasing blight; the pressure is such that on the 
North Side alone, blight touches 3 new blocks each month. 

The problem has reached a magnitude where it virtually transcends all other 
civic, political, and economic problems of our major cities. Here is a monster 
with which we must grapple, a problem so stubborn that it has challenged and 
will continue to challenge the wisdom and resourcefulness of the Nation. 

City slums, when examined, are found ot follow a pattern. The same symp- 
toms, the same end results prevail in every large city, the net result of which is 
an ever-encroaching social and economic malignancy. Why are we plagued with 
this gigantic affliction? The answer, we believe, can be found in the recognition 
of a few fundamental facts. 

The pattern of migrant families, lured to the city by jobs created by our indus- 
trial expansion, or driven off the farm by disaster, generates relentless pressure 
for inexpensive housing. Middle-income city families, facing this invasion, flee 
to the suburbs or to less crowded and unthreatened areas, leaving their old 
neighborhoods to become blighted and overcrowded areas full of buildings ille- 
gally converted, sleazy and dirty stores, and rapidly rising rates of crime, juvenile 
delinquency, and disease. 

Without intending to reflect upon the wisdom or foresight of the founders 
of our great cities, and admitting that hindsight is clearer than foresight, 
it must be acknowledged that building codes and city planning were woefully 
weak during their formative periods. This, at least to a substantial degree, has 
been or is being corrected. There is still altogether too much laxity in unincor- 
porated suburban areas, a direct challenge to county and State zoning authori- 
ties; however, this situation is also receiving constantly greater and greater 
attention. 

The speed with which city residential property deteriorates when not per- 
sistently and constantly kept in a good state of repair is in reality the crux of 
the whole problem. Landlords everywhere quickly become aware of this problem, 
once they assume the responsibilities of property ownership and management. 

As to the majority of urban citizens—the nonproperty owners—though they 
may have a superficial knowledge of the subject, it is not a matter which im- 
mediately and vitally concerns them; hence, it is ignored. Like the filling of 
prescriptions in the drugstore, it is a technical matter—the other fellow’s job. 

Basically, what is needed is a broader public understanding of how essential 
the physical maintenance of residential property really is and, more especially, 
the maintenance of multiunit rental property, apartment buildings. According 
to the 1950 census, in the 168 largest metropolitan areas (cities plus contiguous 
counties) there were some 13,203,872 dwelling units, of which 7,814,420 were 
tenant occupied, approximately 60 percent. This matter of understanding ap- 
plies, or should apply, with even greater force to all persons interested in govern- 
ment. 

Quite unwittingly and unintentionally, in recent years, our Federal Govern- 
ment has been the greatest single contributing factor to this matter of deteriora- 
tion and neglect. Rent control, though honestly conceived as an emergency 
measure, simply denied the owners of rental property the necessary means to 
maintain their buildings in an adequate state of repair. The scars inflicted by 
conditions growing out of the rent-control law on virtually all rental areas of 
our major cities are deep and lasting. 

The wisdom of the rent-control law and its possible contribution to the control 
of inflation during the war are beside the point, and for the sake of this dis- 
cussion may be admitted; but the fact that this was accomplished at a price of 
physical deterioration of properties and neighborhoods must not be overlooked. 

The mere holding of rents on millions of apartments at or near a level which 
existed in 1942 through a period of 11 years, during which time the purchasing 
power of the dollar was reduced by roughly 45 percent, laid the foundation for 
a blight upon one of our major and most vital industries, the housing of our 
urban population, in every major city in the Nation. 

Untold thousands of apartments in the city of Chicago in well-located, fine 
residential areas, apartments of excellent architectural design and sturdy con- 
struction, stand today on the borderline as a result of neglect, neglect which 
stemmed almost entirely from lack of income. The history of rent control in the 
major cities of Europe has been equally disastrous. This subject has been 
discussed from time to time in such prominent journals as the Reader’s Digest, 
the Wall Street Journal, and, more recently (September 19), in this magazine. 
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Population pressures for cheap housing, coupled with lax enforcement of 
housing and building and zoning codes, coupled with inadequate rental incomes 
for honest property owners, created a situation which led either to the physical 
deterioration of the buildings from lack of maintenance, or from abusive overuse 
with overcrowding by speculators who converted these buildings and milked 
them for a fast profit. 

It now appears that the Government is quite unwittingly contributing to a 
squeeze on urban rental housing; this time, through an inadvertent preferential 
treatment of Government-sponsored financing—insured FHA and VA mortgages 
on single-family homes. 

This situation hits the owners of already existing apartment buildings who 
are not qualified to get under the FHA financial umbrella; for the builders and 
buyers of single-family homes who are able to obtain these Government-insured 
mortgages, it is as a touch of magic. 

It is ironic that the 1955 law goes so far as to grant FHA backing to loans 
made on trailer parks, which have a most transient and unstable population, 
but still gives no recognition to that great mass of apartment owners who house 
the major part of our urban population. 

Let me hasten to state that FHA is generally and quite properly, I believe, 
accepted as a constructive and useful institution. Furthermore, it is being ad- 
ministered virtually without cost to the taxpayer. It not only fills a long-felt 
need ; it also plays a tremendously important part in our economic welfare. 

That FHA and VA loans are the lifeblood of the single family home building 
industry is freely admitted, but there is another angle to the problem which has 
not been brought sufficiently to the public attention. 

As presently constituted, FHA and VA financing give preferential treatment to 
the single family residence, largely in newly developed areas. These agencies 
provide extremely liberal terms, ranging from a maximum of 20 percent to a 
minimum of 5 percent down (in some cases even no downpayment) with 25 to 30 
years to pay. Thus the “apparent cost” of owning a suburban home, to say noth- 
ing of the charm of suburban life or the pride of ownership, plus the natural 
advantages in the way of light, air, space, etc., is less than that for which a com- 
parable living space can be obtained on a rental basis in the established apart- 
ment areas. Small wonder, then, that when blight touches a community, people 
flee to the suburbs where living is seemingly “cheaper” and “better.” 

The term “apparent cost” is used advisedly. If a complete analysis of the 
long-term cost is made, the disparity would not be as great as the current 
monthly mortgage payments would indicate. Just how the long-term cost of 
owning a suburban home is going to balance out is, in reality, beside the point. 
The fact is that the visible cost of owning an FHA or VA financed home is today 
a yardstick against which all apartment owners must compete. 

Government-guaranteed loans at 4144 percent covering 90 to 95 percent of the 
valuation of a residence with payments stretched out over a period of 25 to 30 
years, as compared to conventional loans bearing 5 percent interest based on a 
top of 50 to 60 percent of appraised value and amortized on a monthly basis over 
8 to 15 years—the only type of financing available on existing apartment build- 
ings—result in a competitive advantage for the subdivider and single family 
home builder as against the apartment owner, quite beyond the latter’s ability 
to overcome. 

Not only has the construction of moderately priced apartments of the type 
competitive with small homes been brought virtually to a standstill, but at one 
and the same time the average apartment owner has been and presently is being 
so financially cramped that the complete and necessary physical rehabilitation 
of his property, after years of neglect, becomes well-nigh impossible. Even ade- 
quate maintenance becomes extremely difficult. 

In the case of small apartment buildings and single family homes in blighted 
or near blighted areas, which frequently are owned by elderly people and widows 
with insufficient earning power to bolster their credit status, mortgage money 
is unobtainable on any reasonable basis. 

Virtually all types of residential mortgages are based upon two specific factors: 
namely, the intrinsic value of land and buildings, plus the income (usually the 
salary) of the borrower. Whenever a home buyer signs a note and mortgage, as 
he must do in every instance, he is in fact mortgaging his income for the full 
period of the mortgage itself. Obviously, widows and elderly people, whose 
earning capacity is approaching the vanishing point, are automatically dis- 
qualified for mortgage credit. In this particular category alone, untold thousands 
of residential units continue the process of deterioration and decay. 
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Until such time as we come to recognize that the maintenance and genera! 
upkeep of residential property should not be forever wholly dependent upon 
the salary and/or the credit status of their owners, we shall continue to have 
slums. 

Residential real estate must come to be evaluated, like business and industrial 
property, on its intrinsic worth based on replacement cost, depreciated value, 
market value, or other sound appraisal factors entirely apart from the earning 
power of the individual owner. The program outlined below proposes a specific 
method to accomplish just this. 

This is admittedly injecting a new principle into the proposition of real estate 
credit—a principle which will allocate to all residential property a certain 
intrinsic value which must become the basis of mortgage credit, if and when 
the property is properly maintained. 

While we wait for solutions to this problem, the appeal of attractive, single- 
family residences in surburban areas is siphoning off literally millions of newly 
formed and younger families, formerly the preferred tenants of the older 
neighborhoods and apartment areas. In New York City, roughly 80 percent of 
the population live in rental housing, 70 percent of which is more than 35 years 
old. This is a prime example of a city which stands to lose most by this exodus 
to the suburbs. One shudders to contemplate the cumulative effect of this exodus 
if continued for another decade. The fact that many rapidly developing suburbs 
are proving to be like every other bed of roses—complete with thorns—is beside 
the point. The heart of the community is being allowed to rot in city after city. 

This problem is indeed many sided. The popularity of suburban living has 
already had an adverse effect upon city revenues. If the great apartment areas 
of cities like Detroit, New York, and Chicago are permitted to continue to 
deteriorate, then the assessed value and in turn the real estate taxes will follow 
a similar declining pattern. 

The revenues from sales tax, license fees, and other sources will be similarly 
affected, all at a time when the cost of government is steadily rising. Still 
another angle should not be overlooked: the cost of fire and police protection 
becomes progressively higher; the health of communities is impaired through 
the lack of proper sanitation; and both crime and juvenile delinquency flourish 
as areas approach the status of slums. 

The commonest kind of logic seems to dictate that the position of residential 
apartments in old established areas be restored to a reasonably competitive 
basis with single family homes which are presently being erected by the million 
in the erstwhile peaceful meadows and cow pastures of our countryside. 

Obviously, to just abandon these older areas—to walk away from them—is 
uneconomic, impractical, and indefensible from any standpoint. The land value 
alone in nearly every instance in our major cities (when you take into account 
the cost of paving, sidewalks, sewers, water, gas, telephones, lighting, schools, 
churches, lodges, parks, etc.) would amount to from $75 to $100 a front foot in 
nearly every instance, to say nothing of the conveniences involved such as 
established transportation, desirable location with respect to centers of employ- 
ment, convenience for shopping, and similar factors. 

As previously stated, in my judgment, the major cause of city slums is financial. 
Owner’s lack of income (both previously and currently) to adequately maintain 
their buildings after meeting the customer amortization and interest charges on 
conventional real estate mortgages—the only financing now available to them— 
is a key factor in a major percentage of all blighted or semi-blighted rental 
properties. 

Other causes, approximately in their order of importance, would seem to be: 
laxity on the part of city officials in the proper enforcement of housing and 
zoning codes and of fire prevention and sanitary ordinances; a liberal sprinkling 
of Simon Legree landlords who have neither pride nor conscience but only a 
desire for the large, fast buck; and finally, members of the lowest economic 
stratum of society, who are either the victims of misfortune themselves, or who 
have never had occasion to exercise the pride of ownership and community 
maintenance. 

To all this has been added in recent years the “profiteering” conversion of 
large apartments and older houses into 1-, 11%4-, and 2-room kitchenette units, 
resulting in the lowest quality and type of multiple unit housing in the entire 
urban picture. I know of one block of apartment buildings in the finest residen- 
tial neighborhood of Chicago, which formerly housed 8 families in each building, 
each with a 3-bedroom apartment. These buildings now have as many as 50 
family names listed on the mail boxes provided for 8 apartments. 
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This conversion idea cannot be brushed off nor passed over lightly. At the 
risk of appearing repetitious, it is necessary to say that this trend had its 
inception under rent control.. Owners of large apartments and old houses found 
that by cutting them up into small makeshift units (on the accepted theory that 
they were patriotically supplying badly needed additional housing units) they 
could double and treble their rental income, and at one and the same time 
escape the penalties of rent control. 

The result is, that in Chicago, with an average population density of 17,000 
per square mile, the slum population reaches densities of over 50,000 people 
per square mile. 

The plain, stark truth of the matter is that while virtually every other branch 
of American industry has been undergoing a constant process of evolution and 
modernization, housing in the older urban areas has failed to keep in step not 
only with the general trend to modernize, but also with the plain need for 
renovation. 

Here we have the substance of the problem which is baffling government 
officials—city, State, and national—practically everywhere. It baffies them, in 
my opinion, largely because the problem has been cast in an academic setting, 
whereas it is in reality one of the most practical problems we shall ever be called 
upon to solve. To illustrate this point, I cite a list of the agencies which are 
involved with urban renewal and community conservation in Chicago: 

Illinois State Housing Board 

Federal agencies (several) 

Chicago mayor 

City council 

Housing and redevelopment coordinator 
Neighborhood conservation commission 
Neighborhood redevelopment commission 
Neighborhood redevelopment corporations (several) 
Community conservation board 

Chicago Land Clearance Commission 
Chicago Housing Authority 

Fire department 

Police department 

Department of public works 
Comptroller 

Building department 

Board of health 

How are we meeting this problem? Again, to take the example of Chicago, in 
a single 4-year period from 1948 to 1951, private investors built some 15,000 
dwelling units in apartment buildings, whiie the Chicago Housing Authority built 
approximately 4,500. Of those built during that period by private capital, some 
71 precent were small apartments with 1 bedroom or less; 17 percent had 2 bed 
rooms: and 12 percent had 3 bedrooms. This is scant competition for single 
family homes with 2 and 3 bedrooms built in the suburbs with long-term Gover 
ment insured financing. 

Taking a longer term, since 1957 the Chicago Housing Authority has under 
taken and completed 27 separate housing projects; 5 more are presently in the 
process of construction—involving a total outlay of close to $200 million. The 
total area involved in these projects is, roughly, 1 square mile as against approxi 
mately 211 square miles in the entire city of Chicago. 

Of this 1 square mile developed by CHA, approximately 
unused land. Thus the net result of this particular program, in 18 years, has 
amounted to the clearance of roughly one-half square mile of slums against 
total slum area of 23 square miles, plus a semiblighted area estimated by Life 
magazine recently at 56 square miles. 

Both public housing projects and private rental projects which have cleare 
slums have been forced to move the previous occupants “out’—meaning, literally 
“ont in the cold.” True, intense efforts have been made to find relocation honsinzg 
for dispossessed families evicted ahead of the bulldozer, but the net result has 
been further crowding of areas adjacent to the slums being cleared. 

We are simply creating slums more rapidly than we are eliminating them. The 
Chicago Land Clearance Commission has presently in progress a program for 
the clearance of slightly over one-half square mile which, according to present 
plans, will be offered for sale to private developers after the clearance 


lat 
completed. 


half was vacant or 
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Another fact is apparent in our history of slum clearance and rebuilding. The 
mass housing projects in Chicago, either public or private in origin, have had no 
stimulating effect of improving adjacent property. Once built, they remain as 
attractive islands in the swamp. 

The purpose of citing these facts and figures is not one of criticism. It is, 
rather, to point out that present remedial measures are totally inadequate to meet 
the massive problem involved. 

The fact of the matter is that, even in our blighted areas, yes, even in our 
slums, there is a hard core of community conscious citizens, owners of older homes 
and small apartment buildings, who have fought the battle to maintain their 
communities to this day. Given a source of financing, they can make physical 
improvements in their own properties and quite literally change the face of their 
neighborhood. Pride of ownership, given a chance to flourish with the assistance 
of reasonable financing, can, take a giant stride toward solving the problem of 
community deterioration. 

Professional planners take the position that the first step is an intensive overall 
program of city planning and land use in order to bring a given area up to what 
they regard as present-day, modern requirements for urban living. Once a 
plan is perfected for a given area or city, it immediately arouses admiration 
and public interest. This enthusiasm, however, immediately begins to cool as 
the cost and the difficulties of the project become apparent. 

This is not intended as a criticism of city planning per se—far from it. 
We shall always need city planners. The pity is that they were not around 
during the formative periods of our great cities a hundred years ago. The point 
I wish to stress is that when such planning is confined to slum areas, it all too 
often becomes impossible of attainment. 

The fact is that cities—like people—are dynamic organisms. People get old 
and die. Families move to other towns, following jobs or friends. Families 
grow up, and children move away, many times leaving a widow in possession of 
a 10-room home. New people come to the cities in search of opportunities, and 
live transiently in older communities where they can find cheaper housing. 
Older residents—and many of the newer ones—need an opportunity, not to 
recreate the conditions of the past, but an opportunity to adapt their lives and 
their properties to present-day conditions and needs. 

Only within the framework of our free private enterprise system, through the 
provision of a means of financing the rehabilitation of residential property, can 
such an opportunity to continue our rightful “pursuit of happiness” be brought 
into being. 

This whole problem of community redevelopment and slum prevention, in my 
opinion, should be recast in a straight out-and-out business setting—a setting 
which would recognize the truth and importance of the facts related above, and 
deal with them accordingly. 

My approach to this problem would be to amend the FHA law to create a new 
Federal lending institution, a division of the FHA, to provide mortgage money 
for already existing residential property—largely apartment buildings, as well 
as homes—irrespective of age. Some entirely separate agency could be created, 
of course, but the vast experience of the FHA organization, and the familiarity 
of banks and other lending institutions with FHA procedures, should be capi- 
talized upon rather than ignored. Hence, a new division of the FHA. 

The next step would be to divide all metropolitan areas into suitably workable 
districts and appoint a board of appraisers consisting of builders; bankers, archi- 
tects, top professional appraisers, and property owners, to make an appraisal of 
the present value of each building under consideration for a loan. This board 
would not only qualify the building for the loan, but would make a further 
estimate of the cost of rehabilitation and modernization sufficient to insure the 
character and life of the building for an indefinite period, certainly far beyond 
the duration of any FHA loan. 

Following the appraisals, the committee would recommend a loan which would 
be divided into two parts: first, a modernization loan comparable to the present 
conventional construction loans to be paid out as such modernization took place: 
and finally a new mortgage, through the new lending agency, representing 80 
to 85 percent of the sound resale or rental value of the building after the mod- 
ernization program is completed, to run for a period of 20 to 25 years. 

In effect, loans would be made by presently constituted lending agencies such 
as banks and mortgage houses which would then service the mortgage for the 
usual fraction of 1 percent, after having sold the mortgage to the newly created 
FHA lending agency. 
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Buildings which, in the opinion of the committee, are so deteriorated as to make 
restoration and modernization impractical, should be marked for demolition. The 
land clearance program might quite readily be made to dovetail with such a pro- 
gram by providing payment to the owners. The vacated land could then be 
utilized for such purposes as proper planning might justify. 

The mechanics of such a program, of course, cannot be completely spelled out 
in a short article such as this. Any reader of the FHA law is aware of the nu- 
merous pages, paragraphs, and subparagraphs required to spell out the working 
details. 

Bankers and financiers will, beyond any shadow of a doubt, immediately cry: 
“From what source do you expect to expect to raise the vast sum of money required 
for such a program?” 

To my mind, this is a relatively simple matter. The procedure would be to 
organize a new division of the FHA on a pattern quite similar to the ordinary land 
trust, against which the public would be permitted to purchase certificates of 
beneficial interest divided into $500 and $1,000 units and bearing interest at 4 
percent. It is possible that the aggregate amount of certificates which any 
individual might hold would be limited to, say $10,000 or $20,000. 

The mortgages themselves would bear interest at 4% to 5 percent. The differ- 
ence between that the the 4 percent the investor would receive would be absorbed 
in service charges by banks and mortgage houses in servicing the loans and in the 
creating of a sinking fund to guarantee the loans against foreclosures or delin- 
quencies. Such a law might even include a provision that only property owners 
in States where there exists a reasonably quick and effective means of reposses- 
sion in case of default, say 90 to 120 days, could qualify for these loans. 

From many years of experience in the field of finance, I feel safe in saying that 
there are thousands of people in this country today who are constantly at a loss 
to know where or how to invest modest sums of money which they are presently 
holding. A flexible, guaranteed investment, bearing 4 percent interest, would not 
only have a stabilizing effect on our entire economy, but it would fill a void which 
has existed virtually throughout our entire national existence. 

In addition to meeting the urgent need for long-term mortgage money on exist- 
ing buildings, this approach would provide a medium for personal investments 
in the mortgage field which is presently denied. 

Under section 137.1-137.19 of the SEC, banks are restricted (virtually pro- 
hibited) in the sale of mortgages to individuals; hence, the source of mortgage 
money has been narrowed to banks, insurance companies, building and loan as- 
sociations and a few other large corporate institutions, none of which are inter- 
ested in long-term mortgage money on existing residential properties. Thus we 
develop a roadblock that effectively eliminates private investors from the mort- 
gage field. 

This lack of adequate long-term mortgage credit for existing residential prop- 
erties is, in my judgment, the biggest single contributing factor to the creation of 
blighted areas—untimely slums. The fact that private individuals are virtually 
eliminated from the mortgage field, of course, comes from governmental attempts 
to protect unsophisticated small investors from the pitfalls of the open market, 
and to separate the sale of mortgages and securities from banking. 

Any unbiased examination of the loose, unsavory, and often utterly fraudulent 
pattern of our local, State, and National finances for the first 150 years of our 
existence as a nation discloses a record which is nothing short of a national 
disgrace. A few specific and well-remembered illustrations which come to mind 
are the real-estate mortgage and gold bond fiasco of the 1920's, the bank debacle 
of the 1930's, and the issuance of untold billions of dollars of worthless securities 
(so-called watered stocks, notes, debentures, etc.) throughout a major portion of 
our national history. The small investor has ever been at the mercy of the 
market. 

A bit of our earlier financial history which is not well known might be cited: 
in 1839, as a result of tremendous losses by depositors, banking in the State of 
Wisconsin was illegal. 

Untold thousands of small depositors and stockholders have lost their all 
as the result of the lack of proper Government vigilance and supervision over 
the whole field of finance. It is only through the relatively recent medium of 
the Federal Reserve System, the Federal Deposit Insurance Corporation, the 
Securities and Exchange Commission, and the far more rigid examination of 
banks—coupled with a strengthening of the blue-sky laws in the various States— 
that we have brought a semblance of order ont of almost complete financial 
chaos, a condition that existed, as stated, for 150 years. During all this period 
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the small investor had no means of determining what was either a safe or 
profitable investment. 

At this point it would seem appropriate for me to cite a few personal expe- 
riences as evidence of our previous lack of financial responsibility as well as 
of the need for a type of investment such as has been suggested. 

In 1912, I opened a retail meat market (the first of the present Shinner chain) 
in an area heavily populated with people of foreign birth or of foreign extraction, 
mostly Lithuanian, Polish, and Bohemian. Just a few doors from my store 
one of the local citizens operated a private bank. I reasoned that in order to 
gain the goodwill of the neighborhood, I should patronize local institutions to 
the fullest possible extent and, accordingly, I opened an account in this local 
private bank. 

Within a few weeks, after I had had an opportunity to become acquainted with 
the officials of the bank, I became suspicious of its soundness. Taking a rather 
unconventional but direct approach to the matter, I called the cashier—Mr. 
Gideon E. Anderson—with whom I had developed a personal friendship, to 
one side and whispered the information in his ear that I was worried about 
the solvency of his institution. I volunteered the information that if their bank 
should suddenly fold up, I, Shinner, would be swept out of business along with 
them. Much to my amazement and personal gratification, Anderson, in an 
even softer tone whispered back the information that he would not deposit even 
wooden nickels of his own in that bank. It hardly seems necessary to recite 
that I hastily withdrew the major portion of my funds and that within a matter 
of weeks I closed the account entirely. 

About a year later the bank folded up and the depositors lost everything. It 
was small recompense to the depositors that the owner later served a jail term 
for fraud. Incidentally, Anderson, a short time after the above conversation, 
resigned from the bank and joined forces with the Shinner Co. in the capacity 
of secretary-treasurer, a position which he held for more than a quarter of a 
century. 

Twenty years later, in 1932, when banks were bursting like popcorn, this same 
Gideon E. Anderson and I had an animated conversation on the subject of banks 
in general. By this time we were doing business with about 20 banks, and the 
conclusion we reached was that few, if any, of them were sound. As a means 
of protecting our interest, we decided that we would approach each and every 
bank with which we were doing business with the request that they loan us 
a sum of money equal to the amount of our greatest aggregate deposit. In the 
event our request was rejected, we would close the account forthwith and find 
other means of transferring our funds to headquarters. This proved unnecessary ; 
the credit was granted in every instance, and within about a year from the 
date that we made these loans, 17 of the banks were thrown into receivership— 
closed. In each and every case the receiver applied what we owed the bank 
against what the bank owed us—the money we had on deposit. 

During this bank debacle of the early 1930's, when some 8,600 banks failed 
or were thrown into receivership, the public suffered a loss of somewhere between 
75 and 90 percent (exact figures are unobtainable) of their total deposits, a 
large part of which were personal savings. The victims numbered in the tens 
of millions. Yes; that all-important function of banking—important in every 
modern and civilized community—was brought to a point of permanent stability 
in this great Nation a mere 20 years ago. 

By every rule of rhyme or reason, Uncle Sam’s interest in the investment of 
money belonging to elderly people, widows, orphans, and individuals generally, 
does not and should not end simply with protecting the money they have on deposit 
in banks and building and loan associations. Uncle Sam’s interest should carry 
over into their investments as well, and there should be at least one form of invest- 
ment available to these unsophisticated investors that is guaranteed to be sound— 
besides Government bonds. Just what, let me ask, can be sounder than a col- 
lective mortgage on the homes of the Nation—a mortgage having the full backing 
and guaranty of the Federal Government? 

Banks, insurance companies, corporations, and fiduciary institutions of all 
kinds would be ineligible for the purchase of these certificates. They would be 
kept and maintained as an exclusive medium of investment for individuals, with 
a limit as to the total amount to be held by any individual. Banks and mortgage 
houses everywhere could be qualified to issue these certificates, and they might 
run for a period of 10 or 20 years, with the provision that they would be redeem- 
able at the option of the holder on interest-paying periods upon giving 90 days” 
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notice and upon acecpting a small discount of perhaps one-half to 1 percent. 
This would eliminate the fluctuation in price which always follows open market 
operations. 

Previous experience in the field of finance leads me to the conclusion that an 
authorized investment of $500 million by the Federal Government in a new cor- 
poration organized as a division of FHA for this purpose—about the cost of the 
45,000 public-housing units recently authorized by Congress for this year—would 
be sufficient to finance this proposition for all time. That the public would buy 
an interest in this venture there is not the slightest modicum of doubt in my mind. 
That the property owners would avail themselves of this flow of money to im- 
prove their properties is equally certain. Private enterprise would zoom in every 
nook and cranny of this great country of ours. Yes, the building and repairing 
of homes is by all odds one of our most diversified and essential industries. 

And to all of our public servants today who are sincerely interested in 
strengthening our free private-enterprise system, and more particularly small 
independent businesses, it would seem important to add the admonition that here 
is an opportunity to put some yeast in the economic dough that will be directly 
felt by upwards of 10 million individual property owners throughout the length 
and breadth of our beloved country; in fact, this will benefit all phases of our 
economy. 

3riefly summarizing a few of the many benefits which would result from 
such a program, and listing them in the order of their seeming importance, they 
might be stated as follows: 

(a) Restoration of confidence on the part of property owners throughout the 
Nation—confidence that residential property which they own outright or in 
which they hold a substantial equity has a loaning value without the necessity 
of humbling their pride or pledging their future paychecks, and that they know 
where and how to obtain such loans. 

(b) Acknowledgment of the fact that the principle of keeping up with the 
Joneses is a factor in American life; following this principle, the restoration of 
1 or 2 buildings in a neighborhood would, with reasonable certainty, set a pattern 
that others would be bound to follow. 

(c) The above provisions apply with equal or greater force in the nonwhite 
neighborhoods. Credit for the Negro is proverbially more difficult than for 
the white man; on the other hand, his demonstrated pride of ownership has 
been found, I believe, to be equal to that of any other race. The exodus by the 
colored people from slum areas to better residential neighborhoods is but a 
natural and commendable ambition on their part. An opportunity to own and 
improve their living quarters is bound, in my judgment, to have a salutary and 
important stabilizing effect upon our rapidly increasing Negro population. 

(d@) Stabilizing of established industry, which is presently following the resi- 
dential trend of going suburban. Industry could easily find it more profitable 
to modernize its present location and improve its operation where labor, 
transportation, and the many other advantages are so much better established. 

Finally, and most important of all, this program—if put into effect—will, I 
believe, result in arresting the blight which is rapidly enveloping vast areas of our 
major cities. It should dovetail perfectly with the increasing number of urban 
redevelopment plans that are under way, making possible redevelopment of 
individual properties on a private enterprise basis, the rebuilding of these project 
areas in all cases to be on a strictly private enterprise basis. 

In the last analysis, the solution to this problem lies in the factors which 
make up the problem itself. It lies in the- hands of our private citizens who 
wish to improve their properties, in the hands of landlords, in the hands of our 
city and State enforcement officials, and in the hands of our Federal Govern- 
ment which has repeatedly helped, by remedial legislation, to preserve those 
characteristics of our free enterprise system which contribute most to our Amer- 
ican way of life. 


Mr. O’Hara. If there are no objections, Mr. Abner and Mr. 
Deknatel will be permitted to insert their remarks in the record. 

Is Mrs. Osborne here / 

Mrs. GiLFILLan. I am representing Mrs. Osborne. 

Mr. O'Hara. Will vou identify yourself, and you may extend your 
remarks in the record. 
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STATEMENT OF MRS. LOUISE GILFILLAN, APPEARING FOR MISS 
OSBORNE, REPRESENTING THE NATIONAL ASSOCIATION OF 
SOCIAL WORKERS, CHICAGO AREA CHAPTER 


Mrs. GinFILLANn. I am Mrs. Louise Gilfillan. I have been in Chi- 
cago since 1928 as a social worker here. I am representing the Na- 
tional Association of Social Workers, Chicago chapter, and we are 
presenting our statement out of our experience and out of our feel- 
ing for support for the need as demonstrated in the hearings previously 
for public housing, but also for research in methods of reducing the 
high cost of private housing, which we also look forward to unsub- 
sidized in the building industry and in the general economy that will 
promote a reduction in cost for housing for the public. 

But mostly we speak for the persons who are the least able to 
speak for themselves, the persons who are in substandard housing 
and who need public housing at once. 

Mr. O’Hara. Thank you so very much for being here, and we only 
regret that we haven’t more time, but your statement will appear in 
the record. 

We do appreciate your being here. 

(The statement of Mrs. Gilfillan follows :) 


STATEMENT OF Mrs. LouIse W. GILFILLAN, REPRESENTATIVE OF THE CHICAGO AREA 
CHAPTER, NATIONAL ASSOCIATION OF SOCIAL WORKERS 


We, of the Chicago Area Chapter of the National Association of Social Workers, 
are deeply concerned about the present and emergent need for decent housing for 
our American people and particularly for some 200,000 Chicago families now 
living in substandard homes. We speak especially for those who are least able to 
speak for themselves. More than 200,000 families were living in substandard 
dwelling units by the last count of 1950, and 150,000 of these families had chil- 
dren in them. It is reasonable to believe that the situation is much the same 
today. New housing built since 1950 in the metropolitan area has been largely 
outside the city of Chicago. Within the city, new residential construction has 
about kept pace with population growth, but is considered to have done nothing 
to reduce the proportion of substandard housing, as new slums have developed. 

As social workers dealing with people in health and medical centers, in the 
schools, in neighborhood and recreation centers, in the courts, and in family and 
child-welfare work, we are aware of many factors other than the quantity and 
quality of dwelling units that make for wholesome living in our communities. 
But it cannot be denied that adequate housing is a prime need for meeting the 
serious social problems that confront us. Family stability and good citizenship 
cannot be fostered in any community without good housing. We believe, therefore, 
that good housing for all segments of the population at costs within their capacity 
to pay should be a national objective. 

Although many citizens may live in comfortable and adequate homes, as long 
as there are others in the city living in homes that are overcrowded, without 
toilets and bathing facilities, and without protection against accident and fire 
and health hazards, no one can be unaffected by the spread of blighted areas, 
crime, and disease. 

And if we wish sincerely to lessen and prevent poverty, crime, and disease in our 
city, we should face the fact that better housing must be supplied, without delay, 
for our low-income citizens. Witness the figures in the table presented with this 
statement, compiled from the 1590 Local Community Fact Book for Chicago. 
Data from the 10 worst housed community areas, out of Chicago’s 75, meaning 
those areas with highest proportions of dwellings having no bath, no water, or 
that are dilapidated, are shown in comparison with similar data for the entire 
city. The data suggest that bad housing is highly correlated with overcrowding, 
poverty, and disease. 
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Compare statistics for Chicago for the 10 community areas* with highest 
substandard housing rates ' 











10 commun- City of 
ity areas Chicago 
Dwelling units: 

NT RE SE eee See ee : 50.7 19.6 
Percent with 1.51 or more persons per room__-_--.........------ 17.4 6.4 
Families: Percent with 1949 income less than $3,000_____._____- nae 52.7 29. 4 
Tuberculosis cases: Per 1,000 persons 15 years and older_______.__-- 35.9 16. 4 
Assistance recipients: Per 1,000 persons, October 1952__..-_..._.--- 99. 0 31. 2 





1 Community areas Nos. 8 (near north side), 28 (near west side), 31 (lower west side), 33 (near south side), 
34 (Armour Square), 35 (Douglas), 36 (Oakland), 38 (Grand Boulebard), 40 (Washington Park), and 60 
(Bridgeport) had substandard housing rates varying from 39 percent to 76.2 percent. 

? Dwelling units with no bath, no water, or dilapidated are designated as substandard. 

Source: Local Community Fact Book for Chicago, 1950, Chicago Community Inventory, University of 
Chicago, 1953. 


An analysis of the juvenile delinquency rates of the community areas of Chicago 
for years, 1945 to 1951, prepared by the Welfare Council of Metropolitan Chicago 
also showed for these 10 community areas highest amounts of juvenile delin- 
quency ; 8 of the 10 stood highest in the city. The other two ranked 13th and 15th. 

It is imperative that we make an end to the cases of rat-bitten babies ; of chil- 
dren crowded in small quarters with no place in their homes for school study ; 
of boys and girls led to the streets or to unwholesome shelters at night, because 
of insufficient sleeping space; of families and aged persons losing their lives or 
all their possessions by fires in slum buildings whose managers claim inability 
to live up to building regulations; of families living in unbelievably insanitary 
conditions, in fear of rats and fire; of street gangs fostered by such conditions ; 
and of fear of eviction if complaint is made of building of housing violations. 

When it is estimated that of the 150,000 families with children living in sub- 
standard dwelling units, 90,000 can pay no more than from $25 to $65 a month 
for rent, public housing is the only solution to their housing problem. The need 
is acrying one. The Chicago Housing Authority is receiving 1,000 applications a 
month, but can meet the need at the rate of only a few thousand a year. 

Certainly the Federal provision for mortgage assistance on low-cost ownership 
housing is useless to the lowest income families in Chicago. New private hous- 
ing, whether provided by limited dividend corporations or otherwise, is not avail- 
able to them, nor is the program for rehabilitating existing residential structures 
likely to help, considering estimates of rehabilitation costs. And there can be 
no rapid progress in either redevelopment or renewal programs without simul- 
taneous provision for decently rehousing the persons displaced. Families and 
individuals in this group are now in considerable proportion low-income persons 
who must either move into other substandard dwellings or overcrowded other 
units, thus producing new slums. 

Ever since the enactment of the 1949 Housing Act, we have all been fond of 
talking in terms of a decent home for every American family. It is one thing 
to have a goal; it is another to achieve it. We recognize the special difficulties, 
but also the necessity for great effort toward providing housing for low-income 
persons, for minority groups, for the aged, in a comprehensive housing program. 

As members of the National Association of Social Workers our interests are not 
bounded by Chicago. We hope that this committee will vigorously recommend, 
and that Congress will take action in the next session, to make adequate provi- 
sion for the millions of low-income American families who are ill-housed and 
urgently in need of decent housing now. We cannot afford delays and inadequate 
provisions while damaging social conditions multiply. 

Because public housing to date has proved the one means of getting decent 
housing to the low-income groups, we strongly hope that this committee will see 
the need of stemming the tide toward an increase of slum conditions and will 
recommend authorization of a much expanded public-housing program, without 
crippling restrictions such as appeared in the 1954 Housing Act. 

However, we are not wedded to public housing as the only solution in meeting 
the housing problems of all low-income families. We believe other measures can 
and should be utilized to bring down housing costs and provide good housing and 
good neighborhood conditions for our American families. The whole housing 
problem is a very complex one, we know, but with determined effort to achieve 
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these goals, vast improvement can be expected. Research is needed regarding the 
factors in the economy, and specifically in the housing industry, that result in the 
immediate necessity for subsidized housing for low-income families. Such study 
may well look into restrictions upon the use of new building materials and 
methods, and throw light on new ways of providing private and unsubsidized, 
but decent housing within the financial capacity of low-income families. We 
hope the committee will strongly recommend such research. 

But most of all we need right now subsidized housing for those who lack every 
housing essential for decent living and citizenship. 


Mr. Apponizio. Mr. Chairman, may I say that the article Mr. Shin- 
ner left for us to insert in the record, as I understand, is a copyrighted 
article, and certainly we would have to have some clearance to do that: 
so until we get that clearance it will have to be held in abeyance. 

Mr. O’Hara. It will be inserted, subject to our getting permission 
from the copyright owners. 

Is the representative of the Japanese American Citizens League 
here? If there is no objection, his statement will be included in the 
record also. 

Will you identify yourself for the record, please? We have about 
3 minutes left. 


STATEMENT OF MICHAEL HAGIWARA, JAPANESE AMERICAN 
CITIZENS LEAGUE 


Mr. Hagiwara. My name is Michael Hagiwara. I am chairman of 
the housing committee, Chicago chapter, of the Japanese American 
Citizens League. I want to thank you for permitting me to add our 
little bit to this meeting today. 

(The statement of Mr. Hagiwara is as follows:) 


STATEMENT FROM THE CHICAGO CHAPTER, JAPANESE AMERICAN CITIZENS LEAGUI 
RE HOUSING PROBLEMS OF THE JAPANESE AMERICANS IN CHICAGO 


Mr. Rains and members of the committee, the Japanese American Citizens 
League is an organization composed of American citizens of Japanese ancestry. 
There are approximately 10,000 Japanese Americans in the city. Most of them 
are in the middle-income bracket—therefore are not eligible for public housing— 
but many of the Japanese Americans are living in marginal, transitional areas 
because of the barrier that exists for equal housing opportunities. Urban renewal 
plans preserve and improve the physical resources of the city, but we believe it 
is fundamental that these redevelopment plans provide the various kinds of hous- 
ing to meet the needs of all economic levels within the residential neighborhoods 
of Chicago. 

We, therefore, believe that in the general field of urban renewal sufficient con- 
sideration has not been given to racial minorities. These marginal areas are 
condemned for redevelopment to benefit those of higher-income groups, and in 
the field of private housing equal opportunities to federally insured and guaran- 
teed funds have not been available to Japanese Americans on the same terms as 
they have to other American citizens. 

The following are a few typical incidents of discrimination which have been 
encountered by Japanese Americans in the Chicago area: 

Mr. A attempted to buy a home on the South Shore district and was unable to 
find any real-estate company which would consider him as a prospective home 
purchaser, despite the fact that he had sufficient funds and was otherwise quali- 
fied as a home purchaser. 

Mr. B placed a downpayment on a home in the area of 75th and Halsted Streets, 
on the southwest side of Chicago, and then found that because of pressures 
exerted on the real-estate broker because he was introducing a minority family 
into the community Mr. B was unable to consummate the deal and his down- 
payment was refunded. 

Mr. C placed a downpayment on a house in Homewood, a suburb located south 
and west of Chicago and because of similar pressures was compelled to with- 
draw from the deal when the safety of his family was threatened. 
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Mr. and Mrs. D made inquiries to a real-estate firm on the South Side regarding 
the purchase of a six-flat building in Hyde Park east of the Illinois Central 
tracks. They were told that if they intended to live on the premises, they 
would not be able to purchase the property, but that if they wished to purchase 
that property for investment purposes and allow the real-estate firm to manage 
same, they would be able to purchase that particular property. 

There have been many instances of Japanese Americans being refused as pros- 
pective tenants when they answered advertisements containing apartments for 
rent in various areas of the city. 

There are countless cases involving Japanese Americans of good income posi- 
tion or profession, fully qualified in every respect, who have been refused the 
opportunity of renting suitable apartments because of their ancestry. 

Moreover, it is practically impossible for a Japanese American to obtain 
rental housing in a building which is managed by large management firms. 

Because of this difficuity in obtaining rental housing those Japanese Ameri- 
cans who cannot afford it have attempted to buy small apartment buildings. 
They have found that they are excluded from those neighborhoods which are 
looked upon by lending agencies as favorable loan areas. They are therefore 
forced to seek out properties in areas which are considered substandard by the 
same lending agencies. 

It would be safe to say that upwards of four to five thousand Japanese Ameri- 
cans have been forced to leave the city of Chicago and migrate to the Pacific 
coast areas simply because they could not obtain suitable housing for their 
families either by rental or by purchase. Those who have chosen to remain in 
the Chicago area, despite these difficulties, are beginning to find more suitable 
housing at this late date on the strength of their own power to purchase prop- 
erties in which they could live. This, however, has not been without many 
difficulties. 

There are many areas in the city of Chicago today in which there are suitable 
buildings for purchase, and we speak of areas which are not considered slum or 
marginal areas, but areas in which properties have begun to show their age. 
Japanese Americans have not been refused access for purchases of properties 
there; however, because of the existence of a few families of the minority group 
in these areas most of the mortgage houses or lending institutions have con- 
sidered these areas “unstable” and ineligible for either FHA, GI, or conventional 
loans. 

This arbitrary and wholly unwarranted classification by the lending agencies 
of large areas of the city which were hitherto considered to be good neighbor- 
hoods as “unstable” merely on the basis of the moving in of 1 or 2 members of 
a minority group is the first step for these areas on the road to degenerating 
into slum areas. For, if the ordinary man in the middle-income bracket seeking 
a home or a small apartment building as an investment is unable to procure a 
loan, he cannot purchase in these areas. The sellers, therefore, must seek out 
and sell to the speculators whose only interest after purchasing the property is 
to fill it up with multiple families and milk it. 

Rehabilitation of slum areas is a difficult and expensive process. It would 
be much more sensible and much less expensive if legislation were devised so that 
this process can be arrested at its inception. 

The dilemma of a good number of Japanese Americans in the field of housing 
is this: Those who have sufficient cash—which means enough cash to cover up 
to one-half or more of the purchase price in cases of small buildings (of $10,000 
to $15,000) can purchase properties in most areas despite prejudice, discrimina- 
tion, and mortgage problems, and get a place to live which is halfway acceptable. 
But there are those who do not have enough cash, cannot buy a home, even 
though they may have upward of $6,000 to $8,000 cash. Many of these people 
eannot even rent 2 decent apartment, and are living in rooming houses or fur 
nished apartments in marginal and substandard neighborhoods. Many hundreds 
of Japanese American families in Chicago today are living in pitifully substand- 
ard accommodations despite the fact that they could afford better apartments 
or buy a decent home, but cannot because of their ancestry. 

Our organization would like to go on record to ask Congress to enact legisla- 
tion that would enable people, regardless of race or national origin to buy or 
rent decent housing accommodation, commensurate with their economic levels, 
and to be able to exercise the privilege of borrowing under FHA, GI, or other 
federally insured programs. 

We respectfuly suggest, therefore, that this committee consider legislation in 
the following general areas: 
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(a) Legislation designed to facilitate loans by lending agencies in the so-called 
rehabilitation areas by a guaranty of secondary financing for loans made in 
these areas, and providing such loans to all applicants, regardless of race, color, 
creed, or national origin. 

(b) Another method would be to revitalize an agency like the Federal Na- 
tional Mortgage Association which could set up loan committees in the larger 
cities. A purchaser who has been refused a loan in a well-kept neighborhood 
merely on the basis of arbitrary classification we have discussed previously, 
should then be in a position to go to this committee, which after investigation 
might approve his loan for guaranteed secondary financing so that the various 
lending agencies would then have no hesitancy in making the loan. If they 
did not want to keep it in their portfolio, they could turn it over for secondary 
financing. 


(c) The construction of middle-income housing by a legislative program 
akin to, though not necessarily identical with, the present housing program for 
the lower income group to enable all persons so qualified to rent decent apart- 
ments regardless of race or national origin. 

Mr. O’Hara. Mr. Ogden Hannaford. Identify yourself, please, and 
then insert your statement. 


STATEMENT OF OGDEN HANNAFORD, CHICAGO 


Mr. Hannarorp. My name is Ogden Hannaford. I am an archi- 
tect in private practice and I was to speak here on behalf of the Ameri- 
can Friends Service Committee, Chicago regional office. 

We appreciate the opportunity to insert our statement for your rec- 
ord. Many of the points were covered by other speakers here and our 
recommendation which you would find in here is for reasons which 
the committee has already heard that we believe there should be no 
discrimination or marae in any housing receiving insurance or 
mortgage guaranties under Government agencies. 

Mr. O’Hara. We do appreciate your being here. The American 
Friends are doing a tremendous job. There being no objection, your 
statement will be inserted following the remarks of Alderman Despres. 

Is there anyone else here who would like to have his or her remarks 
inserted in the record? The committee wishes to give a hearing to 
anyone who desires to be heard. Will you identfy yourself for the 
purposes of the record ? 

Mr. Scumipr. William Schmidt. 

Mr. O’Hara. My good old friend. 

Mr. Scumipr. I would like to make a few remarks. 

Mr. O’Hara. We haven’t the time for that. We can let you insert 
remarks. 

Mr. Scumipr. I wasn’t prepared for this. May I send it to you? 

Mr. Apponizio. You may submit a statement at a later date. 

Mr. Scumipr. Thank you, I shall do that. 


STATEMENT OF WILLIAM ScHMIDT, REPRESENTING CHRISTOPHER LUpWICK UNIT 
No. 30 OF THE STEUBEN Sociery, ILLINOIS FEDERATION OF PROPERTY OWNERS, 
AND PrRoPeRTY OWNERS LEAGUE 


My name is William Schmidt. I am appearing here as a representative of the 
Steuben Society, the Illinois Federation of Property Owners, and the Property 
Owners League. 

We are very strongly opposed to getting any help whatsoever from the Federal 
Government in the solution of our economic, industrial, and housing problems. 
We do not believe that it is the function of either the Federal, the State, or the 
local government to solve the economic problems of the people. We sincerely 
believe that a much greater state of general welfare will result if these deci- 
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sions are left to the people themselves. That is the method by which this city 
has grown from a swamp into a great metropolis consisting of 354 million people. 

It seems to us that under the high-sounding names of “slum clearance,” 
“rehabilitation,” and “redevelopment” our entire structure of society is being 
changed. From a state of society where the individuals are free to engage in 
any kind of economic activity and to serve one another as long as they find a 
willing customer, we are gradually changing into a state of society where every- 
thing is controlled by the Government. It seems to us that if you keep on 
enlarging the power of the Government until finally all of the economic affairs 
are controlled by it and all of the power is concentrated in the Government, 
then the consent of the people becomes a farce, because they have no possible 
chance to disagree or make any opposition to the Government. Consent of the 
Government only means something when you are dealing with a government 
that has strictly limited power. That is the system on which our form of 
government is based and we protest against the continual undermining thereof. 

The three organizations, which I represent, have taken a stand in this matter 
and they are now actively engaged in starting a movement to repeal certain 
statutes of the State of Illinois. What we object to is that the power of eminent 
domain should be used to take property from one citizen, usually somebody 
poor and uninfluential, and then turn around and sell this same property to 
some other institution or individual, usually wealthy and very influential. We 
consider that any such action is a misuse of the right of eminent domain and 
we respectfully request this committee shall not furnish any funds for such 
an unfair and, in our opinion, unconstitutional procedure. 

In further support of this stand, I am attaching herewith a statement that 
I made before the Steuben Society and the Property Owners League, and we 
respectfully request that you give the viewpoint of these organizations due con- 
sideration before you extend any Federal aid on this type of a project. 


SPEECH MADE BY WILLIAM SCHMIDT BEFORE THE STEUBEN SocreTY ON AUGUST 9, 
1955, ON THE SUBJECT OF EMINENT DOMAIN LEGISLATION 


Brother Chairman, sisters, and brothers, it seems that it is impossible in the 
United States of America to get a majority vote for socialism or communism. 
At the same time our legislature and the Congress of the United States are busy 
passing one law after another that destroys the basic principles of our Govern- 
ment and transforms us gradually into a state of society that is difficult to 
distinguish from a totalitarian government. More and more power is being taken 
from the individual and the coercive powers of the Government are being con- 
stantly increased. One conspicuous example of this trend is the Fort Dearborn 
yereens that seems to be meeting with universal approval and almost no opposi- 

on. 

The State legislature has just recently passed approximately 10 laws that will 
make the creation of this project possible. 

Recently the city of Chicago has become the greatest garage operator in the 
world. A few years ago they completed the Lake Meadows project. At the 
present moment there are probably 10,000 additional housing units under con- 
struction and Congress just passed some additional legislation. What is wrong 
with this? 

First of all, I do not believe that it is the function of the Government to enter 
into competition with its private citizens. The basic idea of our Government 
has always been that the Government should do only those things which the 
individuals cannot do for themselves. The economic decisions have always been 
left to the people until recently. 

Secondly, in all of these projects mentioned, the Government is taking property, 
through the powers of eminent domain, away from one citizen and then turning 
around and selling it to another citizen, often by throwing taxpayers’ money 
into the process. 

Another strange thing about this is that the property is usually taken from 
poor people and then sold to rich people at a reduced cost, with the Government 
taking the loss. 

Now, we have not always done things in this manner. For instance, a gen- 
eration ago, we widened Michigan Avenue, Western Avenue, and Ashland Avenue, 
and created Wacker Drive. At that time the powers of eminent domain were 
exercised also but the only land that was taken was the land involved in the 
public project itself. The adjacent property owners were assessed with the 
cost of the improvement and they were all compensated for the loss of their 
property. 










































































282 INVESTIGATION OF HOUSING, 1955 


Incidentally, this is also being done in connection with the Congress Street 
Highway and the Avondale Highway. In those two projects no attempt is 
made to deprive anyone of property that is not directly needed for the improve- 
ment. Undoubtedly there will be a tremendous development along these new 
highways, but it will be in accordance with our long-established principles of 
private enterprise. 

On the other hand, in this Fort Dearborn project in the Hyde Park district 
and the Lake Meadows project, homeowners and business people have been 
expropriated and then their land has been sold to others. Until about 10 years 
ago I know of no case where such a thing has been done. 

In 1941 they passed a redevelopment act that gave a private developer the 
right to acquire 40 percent of the property by condemnation if he obtained the 
other 60 percent in a free market. No one ever availed himself of that oppor- 
tunity. Then in 1947 a blighted area redevelopment act was passed and the 
power was given to an appointed commission, a land-clearance commission, 
together with the city council and the State housing board, to declare any area 
a blighted area and to purchase the property through condemnation proceed- 
ings. In the same year, 1947, there were some very important passages added 
to the Cities and Villages Act, and I believe that this change was not noticed 
by the general public. Until that time, any land taken by condemnation had 
always remained in the public possession. Never before that date was it possible 
to take property from one citizen and give it to another. 

’ In 1947 the following two sections were added to the Cities and Villages Act: 

Section 21-19: 

“Eminent Domain.—The City may exercise the right of eminent domain by 
condemnation proceedings in conformity with the provisions of the Constitution 
and Statutes of the State of Illinois for the acquirement of property useful, 
advantageous, or desirable for municipal purposes or public welfare.” 

Section 21-21: 

““Bacess Condemnation.—In any case brought under the Statutes of the State 
of Illinois for the acquirement' of property through the exercise of the right 
of eminent domain, whether the same is done in connection with a local im- 
provement or otherwise, it shall be lawful for the City of Chicago to take 
a fee simple and to hold, lease, or sell more land than is needed for the public 
improvement whenever the court in which the proceedings have been instituted 
finds that such excess land is required to protect, preserve, or aid the improve- 
ment and is reasonable in quantity therefor.” 

There are two very significant points in this law. The City may acquire prop- 
erty useful, advantageous, or desirable for municipal purposes or public welfare. 
Under this definition it would be possible to condemn any piece of property or 
all property. For instance, anybody’s home could be required to be turned into 
au day nursery, convalescent home, public library, or clubhouse. Any of these 
could be construed to be useful, advantageous, or desirable. 

The second important point is that here, for the first time, property is acquired 
by taking a fee simple and to hold, lease, or sell more land than is needed for 
public improvement. That means that they can acquire any amount of property 
for any purpose by condemnation proceedings, and then if they do not want 
the property, they can turn around and sell it. 

I think that this type of legislation opens up unparalleled opportunities for 
corruption. The courts have gone along with this type of legislation and they 
will approve anything and everything. Furthermore, no court will ever ques- 
tion the wisdom or foolishness of a land-clearance commission or any other 
public body. When they consider a case, they do not have the means or the 
time to pass judgment upon the wisdom of it and they will only look into the 
law to see if these Government authorities have been given the necessary power. 

Personally, I would like to really know where this language came from. It 
seems to me that it constitutes a complete negation of property rights. Govern- 
ment bureaus and agencies can take any piece of property they see fit, whether 
there is any necessity for their action or not, or whether they need it or not. 

I have learned of the existence of this law just recently when it was proposed 
to give the city of Chicago a new charter. The first draft of the bill for the 
new city charter contained the identical language. When I criticized these 
provisions as I have done here today, the sponsors of the city charter took it 
out of the bill completely because it was unnecessary and already enacted into 
law 8 years ago. 

As a result of this law, we see on 35th Street and South Parkway a shopping 
center in operation that is owned by the New York Life Insurance Co., and has 
been taken away from private citizens by condemnation. 
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Now it is proposed to take this legislation, which originally only contemplated 
the creation of new housing facilities, and use it for the creation of industrial 
and commercial property as well. 

In this Fort Dearborn project, many business houses will be uprooted, and all 
without the slightest necessity. Streets could be double-decked in this territory 
or widened the same as we have done with the creation of Wacker Drive, North 
Michigan Avenue, the Congress Street Highway, etc., and it is not necessary 
to violate property rights. If any land is needed for public buildings, that is 
another question, but when it comes to taking private property from citizen A 
and selling it to citizen B, I think that is not only morally wrong but economically 
foolish. 

In this connection, may I point out to you that the Lake Meadows project is 
far from being a financial success. 

You have seen, and are seeing, many garages being constructed that are owned 
by the city of Chicago, and erected in the wrong places and with excess capacities 
as far as the demand is concerned. 

I think it is about time that somebody should put a stop to this trend. I, 
therefore, recommend to you that after suitable discussion and possible modifi- 
cation you adopt the following resolution or any other resolution that protests 
against the exercise of the powers of eminent domain against one citizen and in 
favor of another. When property is acquired by condemnation it should remain 
in public possession and the right of eminent domain should not be exercised 
except under a compelling necessity : 


“RESOLUTION 


“Whereas in recent years several pieces of legislation have been passed that 
enable the city of Chicago to take land by condemnation from one group of 
citizens and then turn around and sell the same land, often at a subsidy, to other 
citizens: Therefore be it 

“Resolved, That we protest against the misuse of the right of eminent domain 
and we ask for the repeal of section 21-19 and section 21-21 of chapter 24 of the 
Cities and Villages Act; and be it further 

“Resolved, That we protest against those features of the Fort Dearborn project 
that contemplate the sale of condemned property to others.” 

After 60 days’ consideration, on October 11, the Steuben Society passed the 
above resolution unanimously. On October 27, the Property Owners League 
also passed this resolution unanimously. 

These copies are printed and distributed by the Property Owners League. 
It is our intention to arouse interest in this important matter and we would 
like to have other organizations do likewise. 

Mr. Schmidt is willing to speak on this subject before any group who desires 
to hear about it. He is also willing to debate the issue with anybody, any time, 
any place. If you are interested call Mr. Schmidt at JU 8—5655 or write to the 
Property Owners League, 2838 West Addison Street, Chicago 18, IL. 

We also suggest that you speak to your alderman or State senator or State 
representative on this subject. 

Mr. O'Hara. The committee is most appreciative of the contribu- 
tions of all who have appeared. Iam turning this gavel back now to 
the great statesman from New Jersey, Mr. Addonizio. 

Mr. Apponiz1o. Thank you very much, Barratt. I would just like 
to say in closing the meeting that we of the committee are very grate- 
ful to the people of Chicago for the wonderful contribution they have 
made here in these hearings and I want to assure everyone that we of 
the committee will give it very serious consideration. We appreciate, 
too, your very gracious manner in which you have received us in this 
city. We have not only had a wonderful hearing, but a very enjoyable 
stay. 

Without further objection, the meeting will be closed. 

(Whereupon, at 12 noon, the subcomittee adjourned. ) 

(The following communcations were submitted for inclusion in the 
hearing record :) 
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FEDERAL HOUSING ADMINISTRATION, 
OFFICE OF THE COMMISSIONER, 
Washington 25, D. C., December 7, 1955. 
Hon. ALBERT RAINs, 
Chairman, Subcommittee on Housing, House Banking and Currency Com- 
mittee, House Office Building, Washington 25, D. C. 


DeaR Mr. Ratns: I understand that your committee is interested in the Fed- 
eral Housing Administration’s policy and procedure covering applications sub- 
mitted by borrowers of advanced age. 

The FHA imposes no maximum age limit for mortgagors under any section of 
the National Housing Act. 

The acceptability of borrowers of advanced age, for mortgage insurance, is 
based upon the probability of their income continuing for the early period of the 
mortgage risk in an amount sufficient to meet their housing expense and other 
obligations. The early period of risk for this purpose is considered to be the 
first third of the term of the loan. This necessitates analyzing each case on its 
own merits. 

For example, in this analysis if it is reasonable to assume that the borrower 
will continue to earn a sufficient income to support the prospective housing ex- 
pense for a period approximating 10 years he would be considered acceptable 
for a mortgage up to our maximum statutory term of 30 years. Should it be 
found that the earnings will continue for a shorter period the term of loan would 
be reduced to approximately three times the estimated earning period. 

Next the stability and adequacy of the borrower’s income to meet the housing 
expense and other living costs is estimated in the same identical manner as any 
other borrower. Retirement income, annuities, returns from rents and invest- 
ments, etc., are all given consideration in this analysis. 

In the case of retired borrowers living on pensions or annuities it is recog- 
nized that they probably will allocate a slightly higher percentage of their income 
to their housing expense as housing generally becomes the principal expense out 
of the usually reduced retirement income. 

Very truly yours, 


NorMAN P. MAson, Commissioner. 


HousING AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., November 28, 1955. 
Mr. Rospert R. Poston, 
Chief Counsel, Subcommittee on Housing of the House 
Banking and Currency Committee, 
Room 406, Old House Office Building, Washington, D. C. 

DEAR Mr. Poston: We have reviewed the testimony with reference to reloca- 
tion under title I of Messrs. Lammer and Rafsky contained in the transcript 
of the hearings of the Subcommittee on Housing of the Banking and Currency 
Committee held in Philadelphia on October 12, 1955. The burden of the testimony 
is the lack of suitable relocation housing in the Philadelphia area for persons 
displaced as a result of urban renewal operations and other governmental actions. 
Mr. Rafsky asserted that approximately 55 percent of the people displaced in 
connection with the first four projects of the city of Philadelphia moved into un- 
satisfactory dwelling units. He further stated that the key obstacle to proper 
relocation of displaced families is an inadequate housing supply for those below 
the high income level. 

Our reviews of the Philadelphia relocation program and reports of relocation 
progress which are sent to us by the Redevelopment Authority of the city of Phil- 
adelphia indicate that the relocation services provided by the city for families 
displaced from title I project areas are good. These reviews and reports indicate 
that no family has been evicted and none has been forced to accept “insanitary 
accommodations.” However, in view of Mr. Rafsky’s statement, we are request- 
ing our regional office to submit a specific report respecting the redevelopment 
authority’s compliance with its contractual obligations to fulfill the requirements 
of section 105 (c) of the Housing Act of 1949. 

While the supply of acceptable private housing within the means of the fam- 
ilies is tight, it is our understanding that the authority’s relocation staff, working 
with the real estate board in the city, has been able to ferret out enough existing 
standard units to meet the rehousing needs of the families. We further are ad- 
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vised that the supply of low-rent public housing is also adequate to accommodate 
eligible families at the rate they were and are presently being displaced from 
title I sites. In spite of the city’s adequate referral service, it appears that a 
number of families on their own initiative move to quarters which the authority 
considers substandard. 

Mr. Rafsky’s suggestion that there be an expansion of the relocation costs that 
will be recognized by the Federal Government is not too clear in that he illustrates 
his point by referring to the addition of social workers to the relocation staff. 
The Local Public Agency Manual of the Urban Renewal Administration pre- 
scribes these policies respecting this matter. 

“A properly staffed family relocation service, under competent supervision, 
will be essential for meeting the rehousing needs of displaced families. The 
supervisor of the service should be professionally qualified to deal with com- 
munity leaders, to train the relocation staff, and to administer the maintenance 
of relocation records, the compilation of monthly progress and other reports, 
the establishment of friendly relations with the families to be rehoused, and the 
inspection of dwellings into which families may move. 

“The size and organization of the family relocation service will depend upon 
the extent of the relocation activity. Interviewers should be selected for their 
experience and skill in dealing with and counseling families.” 

To the extent that the local public agency determines that social workers 
are required on its staff in connection with carrying out a title I project, there 
is no objection to the employment of social workers under the Federal aid 
contract. 

Mr. Rafsky further suggested the necessity for devising techniques to make 
relocation work. We are continually giving attention to this subject and 
attempting to find methods and procedures which various local public agencies 
have effectively utilized in furthering the relocation process. We are also hopeful 
that a demonstration project specifically devoted to this subject can be developed. 

The Federal law does not contain express provisions respecting the financing 
of relocation expenses. Section 105 (c) merely provides for the imposition of 
a contractual obligation upon the local public agency requiring that there be a 
feasible method for temporary relocation of displaced families and that suitable 
housing for permanent relocation be available or be made available. Section 
105 (e) does not authorize the financing with Federal funds of relocation activi- 
ties other than those incident to developing feasible methods for the temporary 
relocation and demonstrating the availability of permanent housing for reloca- 
tion purposes. Other provisions of title I, namely 110 (c) and 110 (e), have been 
interpreted as authorizing the use of funds for relocation activities upon a 
limited basis. By administrative regulations we permit the inclusion of the 
following relocation costs in the gross project costs of a title I project: 

1. Salaries of staff devoting their time to relocation planning, the establish- 
ment and operation of a site office during the period of tenant displacement, 
and salaries of staff participating in the relocation services to displaced families. 

2. Limited financial assistance to site families or individual householders 
requiring such aid not to exceed a reasonable amount (based upon costs of 
eviction) for moving expenses plus a reasonable amount for the first month’s 
rent covering the accommodations to which they move. 

3. Where locally demonstrated to be necessary, finders’ fees paid to real estate 
brokers or others for locating standard living accommodations to which site 
families move. 

The total amount to be disbursed for these items for any title I project is 
determined on the basis of a budget estimate prepared by the local public agency 
and approved by Urban Renewal Administration. 

Mr. Rafsky in his testimony presented these six recommendations, in brief, 
respecting relocation: 

1. Increased housing for middle-income families; 

2. Expanded public-housing program ; 

3. Liberalization of eligibility requirements for low-rent public housing; 

4. Increased Federal aid for relocation of persons displaced through urban 
renewal undertakings; 

5. Increased housing for minority groups; and 

6. Liberalization of the section 221 FHA program for high-cost areas, 
such as Philadelphia. 

We are continually studying the various problems involved in such recom- 
mendations and have made some progress in coping with such problems. Further 
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consideration is being given thereto to ascertain whether changes in Federal 
legislation or policies may be required. 
Sincerely yours, , 
ALBerT M. Coir, Administrator. 





CONGRESS OF THE UNITED STATES, 
HOovusE OF REPRESENTATIVES, 
Washington, D. C., January 2, 1956. 
Hon. FRANK J. MEISTRELL, 
Deputy Administrator, Housing and Home Finance Agency, 
Washington 25, D. C. 


DEAR Mr. MEISTRELL: I have your letter of December 29, with which you enclose 
a copy of a letter from you to Mr. Robert Moses, chairman, office of committee 
on slum clearance, for New York, dated November 4. 

I have noted your request, that your letter of December 29 to me, and the 
letter above referred to Mr. Moses, be included in the record of the subcommittee 
hearings. 

The New York hearings have already been printed, and it will, of course, not 
be possible to get your letters in the record, along with the other letters placed in 
the hearings by Mr. Moses. I am, however, requesting the counsel of the com- 
mittee to have inserted in the record, at the close of the hearings held in Chicago, 
each of your letters. 

With ali good wishes, I am, 

Sincerely yours, 
ALBERT RAINS. 


HovusInG AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., December 29, 1955. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Banking and Currency Committee, 
House of Representatives, Washington 25, D. C. 


DEAR CHAIRMAN Ratns: A review of part I of the hearings before the Subcom- 
mittee on Housing of the Committee on Banking and Currency, House of Repre- 
sentatives, October 5-14, 1955, discloses that there were inserted in the record by 
Robert Moses, chairman, committee on slum clearance, city of New York, copies 
of letters from him to Mr. Cole and others in the Housing and Home Finance 
Agency. 

On page 255, a letter from Mr. Moses to Mr. Cole, dated October 25, is set forth 
referring to certain letters sent to him from our New York regional office, and 
another letter appears on page 254, dated November 10, also from Mr. Moses to 
Mr. Cole. For some reason not clear to us, Mr. Moses did not choose to insert a 
letter from me to him dated November 4 which was in response to his letter of 
October 25, which identifies some of the delays caused by him. I therefore re- 
spectfully request that this letter be made a part of the record, and I am enclosing 
a copy thereof. \ 

I wish to point out further that Mr. Moses chose to introduce in the record, 
subsequent to the conclusion of the subcommittee hearings in New York, a letter 
dated November 10, which is referred to above. The statements made in this 
letter are patently false; however, because of our desire to cooperate fully with 
the New York Slum Clearance Committee, we met with Mr. Moses and members 
of his staff shortly after we received this letter. As a result of the meeting, I 
believe we identified for him action which he might properly take to expedite 
the title I projects in New York. If these steps are taken, I can assure you, as 
we have assured Mr. Moses, that our Agency will continue to give the projects 
prompt attention. 

I will appreciate your making this comnmunication and the enclosure a part 
of the subcommittee record, in whatever part you may deem appropriate. 

Sincerely yours, 
FRANK J. MEISTRELL, 
Deputy Administrator. 
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HovusiING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., November 4, 1950. 
\ir. RoBERT MOsEs, 
Chairman, Office of Committce on Slum Clearance, 
Randall's Island, New York, N. Y. 

Dear Mr. Moses: Your letter of October 25, 1955, addressed to Mr. Cole, was 
received the day after he had left for a trip to the west coast, from which he 
will not return for a week or more. However, I shall forward your letter tu 
him so that he will be apprised of your critical attitude toward what we thought 
of as routine communications designed to expedite the construction of the Har- 
lem, Fort Greene and Pratt Institute projects. 

These letters were written to prevent future delays by indicating in the be 
ginning all the steps needed to support revision of urban renewal plans and con- 
tracts made many months ago. Surely you must agree that the sooner the neces- 
sary information is provided, the sooner any agreement upon changes can be 
made and the construction of the projects facilitated by an FHA mortgage in- 
surance commitment. While it might be perfectly clear in your mind as to why 
these changes are required, there is nothing in the submission to our regional 
office which informs us adequately of the need, and the Federal Government can- 
not agree to changes in contracts without adequate documentation. 

We cannot agree with you that all the changes proposed in these three proj- 
ects are relatively minor. On one of them, for instance, the estimated increase 
in ross rental income resulting from the proposed liberalization of density and 
rentable floorspace will amount to more than a half million dollars. We do not 
see how we can act on the revision of the urban redevelopment plan until the 
terms of the amended contract with the sponsor are reviewed. 

I do not think that these pertinent considerations can be classified as raising 
technicalities or as evidencing an unfriendly attitude on the part of our regional 
people. 

Since your letter asserts that our inquiry was for the purpose of justifying 
delay, permit me to call your attention to the fact that on three other projects, 
progress is stalemated due to factors over which you have primary responsibility 
to solve, and we shall appreciate it if you will use your good offices to get neces- 
sary action. I have reference, first, to the West Park or Manhattantown proj- 
ect. The FHA advises us that it is prepared to issue a commitment based on a 
land value which gives very reasonable consideration for the extra cost claimed 
by the sponsor, but is precluded from doing so by reason of the fact that the spon- 
sor has not submitted the required credit reports which were asked for as long 
as 9% months ago. We have reference also to the Columbus Circle project, where 
the land is cleared, or substantially so, for residential reuse, and the sponsor is 
apparently attempting to transfer or sell his interest, and meanwhile nothing 
happens to get the construction started. We refer, also, to the Fort Greene 
project where the sponsor or redeveloper for the University Towers portion of the 
project apparently does not propose to carry out his contract with the city. 

I assure you that we are anxious to move these projects forward with all pos- 
sible speed consistent with our responsibilities under the Federal legislation, and 
shall be prepared to deal with these matters promptly when you have furnishe# 
the New York regional office with the requested information. 

Sincerely yours, 
FRANK J. MEISTRELL, 
Deputy Administrator. 





